
NEW ISSUE—BOOK ENTRY ONLY RATINGS: 
Moody's: Aa 

Standard & Poor's: A A -
(See "MISCELLANEOUS—Ratings" herein.) 

In tbe opinion of (^nick, Herrington Sc. Sutcliffe, Los Angeles, California and Williams & Gilmore, La JoUa, California ("Co-Bond Counsel"), 
based upon an analysis of existing laws, regulations, rulings and court decisions and uMinning (among otber things) compliance witb certain covenants, 
interest on the Bonds is excluded from gross income for federal income tax purposes and is exempt from State of Caiifomia personal income taxes. In 
tbe opinion of Co-Bond Counsel, interest on the Bonds is not a specific preference item for purposes of tbe federal individual and corporate alternative 
minimiiin taxes, altbougb Co-Bond Counsel observe that such interest is included in adjusted current aaminga in calculating federal corporate 
altemative minimum taxable income. Co-Bond Counsel express no opinion regarding any otber tax consequences caused by tbe ownership or 
disposition of, or tbe accrual or receipt of interest on, tbe Bonds. See <T£GAL MATTERS—^Tax Exemption" herein. 

$66,570,000 
a X Y OF SAN DIEGO/MTDB AUTHORITY 

Lease Revenue Bonds 
(1994 Refundings) 

Due: September 1, as shown below Dated: April 1,1994 

The proceeds of tbe Qty of San Diego/MTDB Authority Lease Revenue Bonds (1994 Refundings) (the "Bonds") will be used to advance refund 
portions of the City of San Diego Refunding Certificates of Partic^ation (Police Cental Improvements Projects) and the Qty of San Diego/MTDB 
Authority 1989 Lease Revenue Bonds (San Diego Bayside Light R« l Transit Extension) (collectively, t h e ' " ^ o r Obligations"). In order to effect such 
refunding, the City of San Diego/MTDB Authority (tbe "Authority") and the City of San Diego, Caiifomia (tbe "City") bave amended each of tbe 
leases relating to tbe Prior Obligations (collectively, tbe "Amended Leases") in order to divert a portion of tbe lease payments payable thereunder to 
the Trustee for tbe Bonds, wbile retaining sufficient lease payments to pay debt service on the obligations which are not being ref^ded. The Bonds are 
payable solely from and secured solely by a pledge and assignment of Revenues, consisting of Base Rental Payments to be paid by the City and received 
by the Authority pursuant to the Amended Leases, and certain otber monies as described in tbe Indenture. Tbe Base Roital Payments are subject to 
abatement in tbe event of damage, destruction, condemnation or title defects with respect to the real property encumbered by tbe Amended Leases as 
more particularly described herein. See "RISK FACTORS" herein-

Interest due witb respect to tbe Bonds is payable semiannually on March 1 and September 1 of each year, commencing September 1, 1994. See 
"IKE, BONDS—General Provisions" herein. Tbt Bonds will be initially registered in tbe name of Cede & Co., as nominee of The Depository Trust 
Company, New York, New York ( " D T C ) . DTC will act as securities depository ofthe Bonds as described herein under ' ^ H E BONDS—Book-Entry 
System." Tbe City shall make Base Rental Payments to Hrst Interstate Bank of California, as trustee (the 'Trustee"), for the use and possession of 
the Leased Property during each annual period- The Trustee shall deposit such Base Rental Payments in the Revenue Fund established under tbe 
Indenture. Such Base Rental Payments, if paid in fiill, will be sufficient, in both time and amount, to pay, when due, tbe principal of and interest on 
the Bonds. Pursuant to the Indenture, the Trustee will, on each Interest Payment Date, apply fimds available in tbe Revenue Fund in tbe amounts 
required to make principal and interest payments due with respect to the Bonds. 

The Bonds are subject to extraordinary and optional redemption as described herein. See "THE BONDS—Reden^tlon Provisions" herein. 

Neidier the Bonds nor tbe obligation of dw City to make Base Rental Payments onder flie Amended Leases constitiite an obligation of the Qty 
for wUish the Q ty is obligated to pledge or levy any form of taxation or for which the Qty has levied or pledged any form of taxation. Neither the 
Bonds nor flie obligation to make such payments oonstitnte an indebtedness of the Qty , flie Connty of San Diego, the State of Caiifomia or any 
political snbdivlsiott thereof within the memdng of any constitntional or statutory debt limitation or restriction. See "SECURITY AND SOURCES 
OF PAYMENT FOR THE BONDS" herein. 

Year 
(September U 

1994 
1995 
1996 
1997 
1998 
1999 
2000 
2(X)1 

Principal 
Amount 

$ 883,000 
4.000.000 
4,170,000 
3,615.000 
3.780,000 
3,930,000 
3,663,000 
3,943,000 

Inttft t t 
Rate 

4.23% 
4.23 
4.23 
4.30 
4.30 
4.70 
4.80 
4.90 

MATURITY SCHEDULE 
Price or 

Yield 

2.73% 
3.30 
4.10 
4.33 
4.33 
4.73 
4.90 
3.00 

(plus accrued mterest, 

Year 
(Septeniber 1) 

2002 
2003 
2004 
2003 
2006 
2007 
2008 
2009 

from April 1, 

P i i n e ^ 
Amount 

$6,240,000 
6.343,000 
6,883,000 
4,630,000 
2,360,000 
2,490,000 
2,620,000 
2,770,000 

1994) 

Interest 
Rate 

3.00 % 
3.10 
5.23 
3.30 
3.40 
3.30 
3.60 
3.623 

Price or 
Yield 

3.10% 
3.20 
3.30 
3.40 
3.30 
3.60 
5.70 
3.75 

THIS COVER PAGE CONTAINS CERTAIN INFORMATION FOR QUICK REFERENCE ONLY. IT IS NOT A SUMMARY OF THIS 
ISSUE. INVESTORS MUST READ THE ENTIRE OFFICLO. STATEMENT TO OBTAIN INFORMATION ESSENTIAL TO THE MAKING 
OF AN INFORMED INVESTMENT DECISION. 

The Bonds were awarded to Goldman, Sachs JtCo. oa March 22,1994 pursuant to the terms ofa competitive bid at a true interest cost of 5.2676%. 
The Bonds mil be offered when, as and if executed, subject to the <g>proval as to legality by Orrick, Herrington A Sutcliffe, Los Angeles, Caiifomia and 
Williams A Gilmore, La Jolla, California, and to certain other conditions. Certain legal matters for the Authority and the City will be passed upon by the 
City Attomey. I t is anticipated that the Bonds in book-entry form will be available for delivery through DTC in New York, New York, on or about 
April IZ 1994. 

Match 22, 1994 

/J 



No dealer, broker, salesperson or other person has been authorized by the City to give any 
information or to make any representations other than as contained herein and, if given or made, such 
other information or representations must not be relied upon as having been authorized by the City. 
This Official Statement does not constitute an offer to sell or the solicitation of an offer to buy nor shall 
there be any sale of the Bonds by a person in any jurisdiction in which it is unlawful for such person 
to make such an offer, solicitation or sale. 

This Official Statement is not to be construed as a contract with the purchasers of the Bonds. 
Statements contained in this Official Statement which involve estimates, forecasts or matters of 
opinion, whether or not expressly so described herein, are intended solely as such and are not to be 
construed as representations of fact. The summaries or references to the Indenture, the Amended 
Leases and other documents, agreements and statutes referred to herein, and the description of the 
Bonds included in this Official Statement, do not purport to be comprehensive or definitive, and such 
summaries, references and descriptions are qualified in their entireties by reference to each such 
document or statute. All capitalized terms used in this Official Statement (unless otherwise defined 
herein) which are defined in the Indenture or the Amended Leases shall have the meanings set forth 
therein. 

The information set forth herein has been obtained from official sources which are believed to 
be reliable, but is not guaranteed as to accuracy or completeness, and is not to be construed as a 
representation by the City. The information and expressions of opinions herein are subject to change 
without notice and neither the delivery of this Official Statement nor any sale made hereunder shall, 
under any circumstances, create any implication that there has been no change in the affairs of the 
City since the date hereof. This Official Statement is subniitted in connection with the sale of the 
Bonds referred to herein and may not be reproduced or used, in whole or in part, for any other purpose. 

IN CONNECTION WITH THIS OFFERING, THE UNDERWRITER MAY OVERALLOT OR EFFECT 
TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICE OF THE BONDS AT A LEVEL 
ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH STABILIZING, IF 
COMMENCED, MAY BE DISCONTINUED AT ANY TIME. THE UNDERWRITER MAY OFFER AND SELL 
THE BONDS TO CERTAIN DEALERS AND DEALER BANKS AND BANKS ACTING AS AGENT AT PRICES 
LOWER THAN THE PUBLIC OFFERING PRICE STATED ON THE COVER PAGE HEREOF AND SAID 
PUBLIC OFFERING PRICE MAY BE CHANGED FROM TIME TO TIME BY THE UNDERWRITER. 
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OFFICIAL STATEMENT 

$66,570,000 
CITY OF SAN DIEGO/MTDB AUTHORITY 

Lease Revenue Bonds 
(1994 Refundings) 

INTRODUCTION 

This Official Statement, which includes the cover page and appendices hereto, is provided to 
furnish certain information in connection with the issuance and sale of the City of San Diego/MTDB 
Authority Lease Revenue Bonds (1994 Refundings) in the aggregate principal amount of $66,570,000 
(the "Bonds"). The Bonds, in book-entry form, will be issued pursuant to an Indenture dated as of April 
1, 1994 (the "Indenture"), by and between the City of San Diego/MTDB Authority (the "Authority"), 
a California joint exercise of powers agency between the City of San Diego (the "City") and the San 
Diego Metropolitan Transit Development Board (the "MTDB"), and First Interstate Bank of California, 
as trustee (the "Trustee"). 

This Introduction is not a summary of this Official Statement. It is only a brief description of 
and guide to, and is qualified by, more complete and detailed information contained in the entire 
Official Statement, including the cover page and appendices hereto, and the documents summarized 
or described herein. A full review should be made of the entire Official Statement. The offering of the 
Bonds to potential investors is made only by means of the entire Official Statement. 

The Indenture provides that the Trustee will apply Base Rental Payments and other monies 
received by it for the benefit of the registered owners of the Bonds (the "Owners") to the payment of 
the Bonds, and will perform certain other functions. The proceeds of the sale of the Bonds will be 
deposited with the Trustee and will be disbursed to advance refund portions of the City of San Diego 
Refunding Certificates of Participation (Police Capital Improvements Projects) (the "1986 Obligations") 
and the City of San Diego/MTDB Authority 1989 Lease Revenue Bonds (San Diego Bayside Light Rail 
Transit Extension) (the "1989 Obligations" and, together with the 1986 Obligations, the "Prior 
Obligations"), and to pay the costs of issuance of the Bonds. See "APPENDIX B — SUMMARY OF 
PRINCIPAL LEGAL DOCUMENTS." 

The 1986 Obligations are payable primarily from lease payments made by the City under a 
Lease Agreement dated as of May 1, 1986 (the "1986 Lease") between the City and the Authority, 
as successor to Rauscher Pierce Refsnes Leasing, Inc. The 1989 Obligations are payable primarily from 
lease payments made by the City under a Lease Agreement dated as of June 1, 1989 (the "1989 
Lease") between the City and the Authority. Pursuant to certain amendments to the 1986 Lease and 
the 1989 Lease, a portion of the lease payments due under such leases shall be diverted to the 
Trustee, with the undiverted lease payments thereunder being sufficient to make timely payments with 
respect to the Prior Obligations which will remain outstanding. Such diverted lease payments are 
defined collectively as "Base Rental Payments" or "Base Rental," and are designed to be sufficient, in 
both time and amount, to pay, when due, the principal of and interest on the Bonds. Thus, a portion 
of Base Rental is payable on a parity with the lease payments securing the 1986 Obligations, and the 
remaining portion of Base Rental is payable on a parity with the lease payments securing the 1989 
Obligations. 

Neither the Bonds nor the obligation of the City to make Base Rental Payments under the 
Amended Leases constitute an obligation of the City for which the City is obligated to pledge or levy 
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any form of taxation or for which the City has levied or pledged any form of taxation. Neither the Bonds 
nor the obligation to make such payments constitute an indebtedness of the City, the County of San Diego, 
the State of California or any political subdivision thereof within the meaning of any constitutional or 
statutory debt limitation or restriction. See 'SECURITY AND SOURCES OF PAYMENT FOR THE 
BONDS." 

Brief descriptions of the Bonds, Security and Sources of Payment for the Bonds, Risk Factors, the 
City and the Authority follow. Such descriptions do not purport to be comprehensive or definitive. All 
references made to various documents herein are qualified in their entirety by reference to the actual forms 
thereof, copies of which may be obtained from the Trustee. All capitalized terms used in this Official 
Statement (unless othenvise defined herein) which are defined in the Indenture shall have the meanings 
set forth therein, some of which are summarized in "APPENDIX B - SUMMARY OF PRINCIPAL LEGAL 
DOCUMENTS." 

THE BONDS 

General Provisions 

The Bonds will be executed and delivered in the aggregate principal amount of $66,570,000, will 
be dated April 1, 1994, will be payable as to interest from April 1, 1994 at the rates per annum set forth 
on the cover page hereof, semiannually on each March 1 and September 1 (each an "Interest Payment 
Date"), commencing September 1,1994, and will mature on September 1 in each ofthe designated years 
and in the principal amounts shown on the cover page hereof. 

Debt Seivice Payment Schedute 

Base Rental Payments are required to be made by the City to the Trustee under the Amended 
Leases, for the use and possession of the Leased Property during each annual period. The Trustee shall 
deposit such Base Rental Payments in the Revenue Fund established under the Indenture. Such Base 
Rental Payments, if paid in full, will be sufficient, in both time and amount, to pay, when due, the principal 
of and interest on the Bonds. Pursuant to the Indenture, the Trustee will, on each Interest Payment Date, 
apply funds available in the Revenue Fund, in the amounts required to make principal and interest 
payments due with respect to the Bonds. 

The following tables present the debt service requirements with respect to the Bonds, the lease 
payment schedule with respect to the 1986 Lease, as amended, and the lease payment schedule with 
respect to the 1989 Lease, as amended. See 'SECURITY AND SOURCES OF PAYMENT FOR THE 
BONDS - Base Rental Payments." 



QTY OF SAN DIEGO/MTDB AUTHORITY 
Lease Revenue Bonds 

(1994 Refundings) 
DEBT SERVICE PAYMENT SCHEDULE 

Bond 
Payment 

Dates 

09/01/94 
03/01/95 
09/01/95 
03/01/96 
09/01/96] 
03/01/97, 
09/01/97 
03/01/98 
09/01/98 
03/01/99 
09/01/99 

03/01/2000 
09/01/2000 
03/01/2001 
09/01/2001 
03/01/2002 
09/01/2002 
03/01/2003 
09/01/2003 
03/01/2004 
09/01/2004 
03/01/2005 
09/01/2005 
03/01/2006 ' 

$ 

•— 

r 1 , 

09/01/2006^1^,^ 
03/01/2007 * 7 } ' ^ 
09/01/2007 
03/01/2008 
09/01/2008 
03/01/2009 
09/01/2009 

^f/Ji-Y 

H.Uir'7 

Jih"^ 
luHl^^ 

Prmcipal 

885,000.00 

4,000,000.00 

4,170,000.00^ . 

3,615,000.00 

3,780,000.00 

3,950,000.00 

5,665,000.00 

5,945,000.00 

6,240,000.00 

6,545,000.00 

6,885,000.00 

4,650,000.00 

2,360,000.00 

2,490,000.00 

2,620,000.00 

^Nl'^'H 2,770,000.00 

$66,570,000.00 

Interest 

$ 1,366,619.79 
1,621,137.50 
1,621,137.50 
1,536,137.50 
1,536,137.50 
1,447,525.00 
1,447,525.00 
1,369,802.50 
1,369,802.50 
1,284,752.50 
1,284,752.50 
1,191,927.50 
1,191,927.50 
1,055,967.50 
1,055,967.50 

910,315.00 
910,315.00 
754,315.00 
754,315.00 
587,417.50 
587,417.50 
406,686.25 
406,686.25 
283,461.25 
283,461.25 
219,741.25 
219,741.25 
151,266.25 
151,266.25 
77,906.25 
77,906.25 

$27,163,337.29 

Total 

$ 2,251,619.79 
1,621,137.50 
5,621,137.50 
1,536,137.50 
5.706.137.50 
J,447,525.00 
5,062,525.00 
1,369,802.50 
5,149,802.50 
1,284,752.50 
5,234,752.50 
1,191,927.50 
6,856,927.50 
1,055,967.50 
7,000,967.50 

910,315.00 
7,150,315.00 

754,315.00 
7,299,315.00 

587,417.50 
7,472,417.50 

406,686.25 
5,056,686.25 

283,461.25 
2,643,461.25 

219,741.25 
2,709,741.25 

151,266.25 
2,771,266.25 

77,906.25 
2,847,906.25 

$93,733,337.29 

Bond 
Year 
Total 

$ 2,251,619.79 

7,242,275.00 

7,242,275.00 

6,510,050.00 

6,519,605.00 

6,519,505.00 

8,048,855.00 

8,056,935.00 

8,060,630.00 

8,053,630.00 

8,059,835.00 

5,463,372.50 

2,926,922.50 

2,929,482.50 

2,922,532.50 

2,925,812.50 

$93,733,337.29 

J'liM-' b 



1986 Lease 
Payment 

Dates 

09/01/94 
03/01/95 
09/01/95 
03/01/96 
09/01/96 "j 
O3/OI/97J 
09/01/97 
03/01/98 
09/01/98 
03/01/99 
09/01/99 

03/01/2000 
09/01/2000 
03/01/2001 
09/01/2001 
03/01/2002 
09/01/2002 
03/01/2003 
09/01/2003 
03/01/2004 
09/01/2004 
03/01/2005 
09/01/2005 
03/01/2006 

1986 LEASE 
LEASE PAYMENT SCHEDULE 

Payments Due 
on Outstandmg 

(Unrefunded) 
1986 

Obligations 

$3,169,775.00 

$3,169,775.00 

Payments 
Due on 
Bonds 

Attributable 
tol986I«ase 

$ 1,583,070.83 
1,014,278.75 
4,839,278.75 

932,99730 
4,917,997.50 

848,316.25 
4,273,316.25 

774,678,75 
4354,678.75 

694,128.75 
4,434,128.75 

606,238.75 
4,516,238.75 

512398.75 
4,617,398.75 

411,826.25 
4,721,826.25 

304,076.25 
4,824,076.25 

188,816.25 
4,943,816.25 

63,997.50 
2,478,997.50 

$56,856,578.33 

Combined 
1986 Lease 

Payments 

$ 4,752,845.83 
1,014,278.75 
4,839,278.75 

932,99730 
4,917,997.501 

848316.25J 
4,273,316.25 

774,678.75 
4354,678.75 

694,128.75 
4,434,128.75 

606,238.75 
4.516,238.75 

512398.75 
4,617398.75 

411,826.25 
4,721,826.25 

304,076.25 
4,824,076.25 

188,816.25 
4,943,816.25 

63,997.50 
2,478,997.50 

$60,026353.33 

Combined 
Fiscal Year 
1986 Lease 

Payments 

$ 5,767,124.58 

C i S ^ ^ 
5,766313.75 

5,047,995.00 

5,048,807.50 

5,040,367.50 

5,028,63730 

5,029,7,25.00 

5,025,902.50 

5,012,892.50 

5,007,813.75 

2,478,997.50 

$60,026353.33 



1989 Lease 
Payment 

Dates 

06/01/94 
12/01/94 
06/01/95 
12/01/95 
06/01/96 
12/01/96 
06/01/97 
12/01/97 
06/01/98 
12/01/98 
06/01/99 
12/01/99 • 

06/01/2000 
12/01/2000 
06/01/2001 
12/01/2001 
06/01/2002 
12/01/2002 
06/01/2003 
12/01/2003 
06/01/2004 
12/01/2004 
06/01/2005 
12/01/2005 
06/01/2006 
12/01/2006 
06/01/2007 
12/01/2007 
06/01/2008 
12/01/2008 
06/01/2009 

1989 LEASE 
LEASE PAYMENT SCHEDULE 

Faym&ats Due 
on Outstanding 

(Unrefunded) 
1989 

Obligations 

$1,288,620.00 
209.918.75 

1324*918.75 
173.681.25 

1358.681.25 
134,8'/230 

139937230 
93.127.50 

1.443,127.50 
48.240.00 

1.488.240.00 

$8.963300.00 

Payments 
Due on 

Bonds 
Attributable 

to 1989 Lease* 

$ 668348.96 
606358.75 
781358,75 
603,140.00 
788.140.00 
599.208.75 
789,208.75 
595,123.75 
795.123.75 
590.623.75 
800,623.75 
585,688.75 

234a688.75 
543368.75 

2383368.75 
498.488.75 

2.428,488.75 
450,238.75 

2,475.238.75 
398,601.25 

2328,601.25 
342.688.75 

2377,688.75 
283,461.25 

2.643,461.25 
219.741.25 

2.709,741.25 
151.266.25 

2,771.266.25 
77.906.25 

2347,906.25 

$36376.758.96 

Combined 
1989 Lease 

Foments 

$ 1.957.168.96 
816.77730 

2.106,77730 
776321.25 

2.146321.25 
734.081.25 

2.189.081.25 
688.251.25 

2.238.251.25 
638363.75 

2,288363.75 
585,688.75 

234a688.75 
543358.75 

2383368.75 
498.488.75 

2,428,488.75 
450.238.75 

2.475.238.75 
398.601.25 

2328.601.25 
342,688.75 

2377,688.75 
283,461.25 

2,643,461.25 
219.741.25 

2.709.741.25 
151.266.25 

2.771,266.25 
77,906.25 

2347,906.25 

$45340.058.96 

Combined 
Fiscal Year 
1989 Lease 

Payments 

$ 1,957.168.96 

2,923355.00 

2,923.642.50 

2.923.162.50 

2.926302.50 

2.927,727.50 

2,926377.50 

2.927,137.50 

2.926.977.50 

2,925,477.50 

2,927,20230 

2.920377.50 

2.926.922.50 

z' ' ~-—>»^ 
C .2.929.48230 

^ ^ ^ ^ - ^ I l ^ i ^ ' ' ^ 
2.922332.50 

2.92531230 

$45340.058.96 

* Lease pigments are made three months In advance ofthe corresponding 
debt seivice payment on the Bonds. 



Redemption Provisions 

Optional Redemption. The Bonds maturing on or before September 1, 2004 are not subject 
to optional redemption prior to maturity. The Bonds maturing on or after September 1, 2005 are 
subject to redemption prior to their respective stated maturity dates, at the option of the City, from 
any source of available funds, in whole or in part, on any business day prior to their respective 
maturities on or after September 1, 2004, at the following prices (expressed as a percentage of the 
principal amount of Bonds to be redeemed) plus interest accrued thereon to the date fixed for 
redemption. 

Redemption Period Redemption Price 

September 1, 2004 through August 3 1 , 2005 102% 
September 1, 2005 through August 3 1 , 2006 101 
September 1, 2006 and thereafter 100 

Extraordinary Redemption. The Bonds are subject to redemption, in whole or in part, on any 
business day, from prepaid Base Rental Payments made by the City from a portion of Net Proceeds 
received by the City pursuant to the title insurance policies required to be maintained under each of 
the Amended Leases or due to a casualty loss or governmental taking by eminent domain proceedings 
of any portion of the Leased Property, at a redemption price equal to the principal amount represented 
thereby to the date fixed for redemption, without premium. Base Rental Payments would be prepaid 
in the event the City elects not to apply such amounts to repair or replace such portion of the Leased 
Property in accordance with the provisions of the applicable Amended Lease and the Indenture. Any 
Net Proceeds of insurance maintained pursuant to the terms of either of the Amended Leases shall be 
applied pro rata between the Bonds and the outstanding Prior Obligations relating to such Amended 
Lease. For a discussion of the insurance required to be maintained by the City, see "APPENDIX B — 
SUMMARY OF PRINCIPAL LEGAL DOCUMENTS." 

Method of Selection for Redemption. If less than all Outstanding Bonds are called for optional 
redemption, the Trustee shall select Bonds for redemption from the Outstanding Bonds not previously 
called for redemption in such order of maturity as the City, on behalf of the Authority, may direct and 
by lot within a maturity. 

If less than all Outstanding Bonds are to be redeemed at any time from Net Proceeds, the 
Trustee shall use the net insurance proceeds or condemnation awards attributable to the portion of the 
Leased Property destroyed, damaged, stolen or taken, to redeem, on a pro rata basis, as directed in 
writing by the City, on behalf of the Authority, Bonds in each of the years remaining in the original 
useful life of the property destroyed, damaged, stolen or taken. If less than all the Outstanding Bonds 
maturing by their terms on any one date are to be so redeemed at any one time, the Trustee shall 
select the Bonds of such maturity date to be redeemed in any manner that it deems appropriate and 
fair. 

Notice of Redemption. Notice of redemption shall be mailed by the Trustee, not less than 30 
nor more than 60 days prior to the redemption date to (i) the respective Owners of the Bonds 
designated for redemption at their addresses appearing on the registration books of the Trustee by first 
class mail, (ii) the Securities Depositories and (iii) the Information Services. Notice of redemption to 
the Securities Depositories and the Information Services shall be given by registered mail or by 
overnight delivery. Each notice of redemption shall state the date of such notice, the redemption price, 
the name and appropriate address of the Trustee, the CUSIP number (if any) of the maturity or 
maturities, and, if less than all of any such maturity is to be redeemed, the distinctive certificate 
numbers of the Bonds of such maturity to be redeemed and, in the case of Bonds to be redeemed in 
part only, the respective portions of the principal amount thereof to be redeemed. Each such notice 
shall also state that on said date there will become due and payable on each of said Bonds thereof and 
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in the case of a Bond to be redeemed in part only, the specified portion of the principal amount thereof 
to be redeemed, together with interest accrued thereon tothe redemption date, and that from and after 
such redemption date interest thereon shall cease to accrue, and shall require that such Bonds be then 
surrendered at the address of the Trustee specified in the redemption notice. As long as a book-entry 
method is used for the Bonds, such notice shall be sent by the Trustee to the securities depository for 
the Bonds, initially DTC or its nominee. Beneficial owners of interests in the Bonds are to receive 
notification of such redemption as described under the heading "THE BONDS — Book-Entry Only 
System." 

The Indenture provides that if notice of redemption has been duly given as aforesaid and money 
for the payment of the redemption price of the Bonds called for redemption is held by the Trustee, then 
on the redemption date designated in such notice Bonds shall become due and payable, and from and 
after the date so designated interest on the Bonds so called for redemption shall cease to accrue, and 
the Owners of such Bonds shall have no rights in respect thereof except to receive payment of the 
redemption price thereof. 

Failure by the Trustee to give notice to any one or more of the Information Services or 
Securities Depositories, or the insufficiency of any such notices, shall not affect the sufficiency of the 
proceedings for redemption. Failure by the Trustee to mail or otherwise provide notice of redemption 
to any one or more of the respective Owners of any Bonds designated for redemption shall not affect 
the sufficiency of the proceedings for redemption with respect to the Owners to whom such notice 
was mailed. 

Book-Entry System 

General 

The Depository Trust Company, New York, New York ("DTC") will act as securities depository 
for the Bonds. The Bonds will be issued as fully-registered certificates, without coupons, registered 
in the name of Cede & Co. (DTC's partnership nominee). One fully-registered Bond will be issued for 
the Bonds in the aggregate principal amount of each maturity, and will be deposited with DTC. 

DTC is a limited-purpose trust company organized under the New York Banking Law, a 
"banking organization" within the meaning of the New York Banking Law, a member of the Federal 
Reserve System, a "clearing corporation" within the meaning of the New York Uniform Commercial 
Code, and a "clearing agency" registered pursuant to the provisions of Section 17A of the Securities 
Exchange Act of 1934. DTC holds securities that its participants ("Participants") deposit with DTC. 
DTC also facilitates the settlement among Participants of securities transactions, such as transfers and 
pledges, in deposited securities through electronic computerized book-entry changes in Participants' 
accounts, thereby eliminating the need for physical movement of securities certificates. Direct 
Participants include securities brokers and dealers, banks, trust companies, clearing corporations, and 
certain other organizations. DTC is owned by a number of its Direct Participants and by the New York 
Stock Exchange, Inc., the American Stock Exchange, Inc., and the National Association of Securities 
Dealers, Inc. Access to the DTC system is also available to others such as securities brokers and 
dealers, banks, and trust companies that clear through or maintain a custodial relationship with a Direct 
Participant, either directly or indirectly ("Indirect Participants"). The Rules applicable to DTC and its 
Participants are on file with the Securities and Exchange Commission. 

Purchases of Bonds under the DTC system must be made by or through Direct Participants, 
which will receive a credit for the Bonds on DTC's records. The ownership interest of each actual 
purchaser of each Bond ("Beneficial Owner") is in turn to be recorded on the Direct and Indirect 
Participants' records. Beneficial Owners will not receive written confirmation from DTC of their 
purchase, but Beneficial Owners are expected to receive written confirmations providing details of the 
transaction, as well as periodic statements of their holdings, from the Direct or Indirect Participant 



through which the Beneficial Owner entered into the transaction. Transfers of ownership interests in 
the Bonds are to be accomplished by entries made on the books of Participants acting on behalf of 
Beneficial Owners. Beneficial Owners will not receive certificates representing their ownership 
interests in the Bonds, except in the event that use of the book-entry system for the Bonds is 
discontinued. 

To facilitate subsequent transfers, all Bonds deposited by Participants with DTC are registered 
in the name of DTC's partnership nominee, Cede & Co. The deposit of Bonds with DTC and their 
registration in the name of Cede & Co. effect no change in beneficial ownership. DTC has no 
knowledge of the actual Beneficial Owners of the Bonds; DTC's records reflect only the identity of the 
Direct Participants to whose accounts such Bonds are credited, which may or may not be the Beneficial 
Owners. The Participants will remain responsible for keeping account of their holdings on behalf of 
their customers. 

Conveyance of notices and other communications by DTC to Direct Participants, by Direct 
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial 
Owners will be governed by arrangements among them, subject to any statutory or regulatory 
requirements as may be in effect from time to time. 

Redemption notices shall be sent to Cede & Co. If less than all of the Bonds within an issue 
are being prepaid, DTC's practice is to determine by lot the amount of the interest of each Direct 
Participant in such issue to be prepaid. 

Neither DTC nor Cede & Co. will consent or vote with respect to Bonds. Under its usual 
procedures, DTC mails an Omnibus Proxy to the City as soon as possible after the record date. The 
Omnibus Proxy assigns Cede & Co.'s consenting or voting rights to those Direct Participants to whose 
accounts the Bonds are credited on the record date (identified in a listing attached to the Omnibus 
Proxy). 

Payments of principal and interest with respect to the Bonds will be made to DTC. DTC's 
practice is to credit Direct Participants' accounts on a payable date in accordance with their respective 
holdings shown on DTC's records unless DTC has reason to believe that it will not receive payment 
on a payable date. Payments by Participants to Beneficial Owners will be governed by standing 
instructions and customary practices, as is the case with securities held for the accounts of customers 
in bearer form or registered in "street name," and will be the responsibility of such Participant and not 
of DTC, the Trustee, or the City, subject to any statutory or regulatory requirements as may be in 
effect from time to time. Payment of principal and interest to DTC is the responsibility of the City or 
the Trustee, disbursement of such payments to Direct Participants shall be the responsibility of DTC, 
and disbursement of such payments to the Beneficial Owners shall be the responsibility of Direct and 
Indirect Participants. 

DTC may discontinue providing its services as securities depository with respect to the Bonds 
at any time by giving reasonable notice to the City or the Trustee, or the City may decide to 
discontinue use of the system of book-entry transfers through DTC. Under such circumstances, in the 
event that a successor securities depository is not obtained, certificates are required to be printed and 
delivered. 

The information in this section concerning DTC and DTC's book-entry system has been 
obtained from sources that the City believes to be reliable, but the City takes no responsibility for the 
accuracy thereof. The City cannot and does not give any assurances that DTC, DTC Participants or 
Indirect Participants will distribute to the Beneficial Owners (a) payments of interest, principal or 
premium, if any, with respect to the Bonds, (b) certificates representing ownership interest in or other 
confirmation or ownership interest in the Bonds, or (c) redemption or other notices sent to DTC or Cede 
& Co., its nominee, as the registered owner of the Bonds, or that they will so do on a timely basis or 
that DTC, DTC Participants or DTC Indirect Participants will act in the manner described in this Official 
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Statement. The current "Rules" applicable to DTC are on file with the Securities and Exchange 
Commission and the current "Procedures" of DTC to be followed in dealing with DTC Participants are 
on file with DTC. 

Discontinuation of Book-Entry System; Payment to Beneficial Owners 

In the event that the book entry system described above is no longer used with respect to the 
Bonds, the following provisions will govern the payment, registration, transfer, exchange and 
replacement of the Bonds. 

The principal with respect to the Bonds and any premium upon the redemption thereof prior 
to the maturity will be payable in lawful money of the United States of America upon presentation and 
surrender of the Bonds at the principal corporate trust office of the Trustee. Interest represented by 
the Bonds will be paid by the Trustee by check mailed to the person whose name appears on the 
registration books of the Trustee as the registered owner, and to that person's address appearing on 
the registration books as of the close of business on the fifteenth day of the month immediately 
preceding the Interest Payment Date. At the option of any Owner of at least $1,000,000 in aggregate 
principal amount, interest will be transmitted by wire transfer to an account designated by such Owner. 

Any Bond may be exchanged for Bonds of any authorized denomination upon presentation and 
surrender at the principal corporate trust office of the Trustee, together with a request for exchange 
signed by the registered owner or by a person legally empowered to do so in a form satisfactory to the 
Trustee. A Bond may be transferred only on the registration books upon presentation and surrender 
of the Bond at the principal corporate trust office of the Trustee together with an assignment executed 
by the registered owner or by a person legally empowered to do so in a form satisfactory to the 
Trustee. Upon exchange or transfer, the Trustee shall complete, authenticate and deliver a new Bond 
of any authorized denomination or denominations requested by the owner equal in the aggregate to 
the unmatured principal amount of the Bond surrendered and bearing interest at the same rate and 
maturing on the same date. 

No transfer or exchange of any Bond shall be required to be made (i) after the Record Date with 
respect to any interest payment due on the next succeeding interest payment date, or (ii) after the 
Record Date with respect to any redemption of such Bonds. "Record Date" means the fifteenth day 
of the month immediately preceding each Interest Payment Date, whether or not such day is a 
Business Day. The City shall not be required to register the transfer of or exchange of any Bond 
selected for redemption in whole or in part, except the unprepaid portion of the Bond being prepaid in 
part. For every transfer and exchange of the Bonds, the Trustee may charge the Beneficial Owner a 
sum sufficient to cover any tax or other governmental charge that may be imposed in relation thereto. 

SECURITY AND SOURCES OF PAYMENT FOR THE BONDS 

General 

The Bonds are payable from and secured by the Revenues and certain amounts on deposit in 
the funds and accounts established under the Indenture. Revenues consist primarily of all Base Rental 
Payments made by the City pursuant to the Amended Leases. Base Rental Payments under each 
Amended Lease are payable on a parity basis with the lease payments securing the respective 
outstanding Prior Obligations. See "THE BONDS — Base Rental Payments." Base Rental Payments 
shall be paid by the City from any and all legally available funds. 



The City's obligation to make such Base Rental Payments is subject to abatement if, by reason 
of material damage to, destruction or condemnation of, or title defect with respect to, the leased 
property which is encumbered by the Amended Leases (the "Leased Property"), there is substantial 
interference with the City's right to use and possess the Leased Property. 

NEITHER THE BONDS NOR THE OBLIGATION OF THE CITY TO MAKE BASE RENTAL 
PAYMENTS CONSTITUTES AN INDEBTEDNESS OF THE CITY, THE COUNTY OF SAN DiEGO, THE 
STATE OF CALIFORNIA OR ANY OF ITS POUTICAL SUBDIVISIONS WITHIN THE MEANING OF ANY 
CONSTITUTIONAL OR STATUTORY DEBT LIMITATION OR RESTRICTION. 

Base Rental Payments 

The 1986 Obligations are payable primarily from lease payments made by the City under the 
1986 Lease. The 1989 Obligations are payable primarily from lease payments made by the City under 
the 1989 Lease. Pursuant to certain amendments to the 1986 Lease and the 1989 Lease, a portion 
of the lease payments due under such leases ("Base Rental" or "Base Rental Payments") shall be 
diverted to the Trustee, with the undiverted lease payments thereunder being sufficient to make timely 
payments with respect to the Prior Obligations which will remain outstanding. Thus, a portion of Base 
Rental is payable on a parity with the lease payments securing the 1986 Obligations, and the remaining 
portion of Base Rental is payable on a parity with the lease payments securing the 1989 Obligations. 
The Indenture requires that Base Rental Payments be deposited in the Revenue Fund maintained by the 
Trustee. Pursuant to the Indenture, on March 1 and September 1 of each year, commencing 
September 1, 1994, the Trustee will apply amounts in the Revenue Fund to make principal and interest 
payments with respect to the Bonds as the same shall become due and payable and in amounts 
sufficient to meet the payment schedule shown above under "THE BONDS — Debt Service Payment 
Schedule." 

The payment of principal and interest with respect to the 1986 Obligations is secured by a 
municipal bond insurance policy issued by AMBAC Indemnity Corporation. The City's payment of Base 
Rental under the 1986 Lease is not secured by such municipal bond insurance policy. 

1986 Lease 

Under the 1986 Lease, the City is required to make lease payments three business days prior 
to each March 1 and September 1 during the term thereof. The 1986 Lease also provides that lease 
payments allocated to any portion of the real property encumbered by such lease (the "1986 Leased 
Property") shall be abated for any period during which there is substantial interference with the use 
and possession of such property. If damage or destruction results in less than total occupancy of the 
1986 Leased Property, lease payments will be abated in proportion to the portion of the 1986 Leased 
Property so damaged or destroyed. If condemnation results in less than a total taking of the 1986 
Leased Property, Lease Payments will be abated in the proportion that the condemned portion of the 
1986 Leased Property bears to the total 1986 Leased Property for the period during the term of the 
Lease Agreement in which such condition exists. The City, at its own expense, has agreed to maintain 
the 1986 Leased Property in good repair, promptly and efficiently so that the 1986 Leased Property 
will at all times remain free from neglect, damage or destruction. The Authority has no responsibility 
for such repair. The City has the power to make modifications and additions to the 1986 Leased 
Property which do not damage or substantially alter the nature of the 1986 Leased Property or reduce 
the value of the 1986 Leased Property to a value substantially less than that which existed prior to 
such modification or improvement. Any such modifications or improvements to the 1986 Leased 
Property will automatically become subject to the 1986 Lease. The City must pay or cause to be paid 
all taxes, governmental charges and assessments with respect to the 1986 Leased Property, including 
property taxes but excluding income, profit or estate taxes payable by the Authority or Trustee unless 
such property taxes are being contested by the City as provided in the 1986 Lease. See "APPENDIX 
B — SUMMARY OF PRINCIPAL LEGAL DOCUMENTS." 
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1989 Lease 

Under the 1989 Lease, the City is required to make lease payments semiannually one business 
day prior to each June 1 and December 1 during the term thereof The 1989 Lease also provides that 
the obligation of the City to make lease payments may be abated during any period in which, by reason 
of damages, destruction, condemnation or title defect, there Is substantial Interference with the use or right 
of possession by the City of the real property encumbered by such lease (the "1989 Leased Property"). 
The amount of such abatement shall be such that the resulting lease payments represent ^Ir 
consideration for the use and possession of portions of the 1989 Leased Property completed and not 
destroyed, damaged, taken or subject to title defect. The City has also covenanted under the 1989 Lease 
that, as long as the 1989 Leased Property Is available for the City's use and occupancy. It will take such 
action as may be necessary to include the applicable lease payments due in each year in its annual 
budget and to make the necessary appropriations therefor. Said covenants on the part of the City are 
deemed by the City to be and shall be construed to be duties imposed by law. See "APPENDIX B — 
SUMMARY OF PRINCIPAL LEGAL DOCUMENTS." 

Reserve Account 

A Reserve Account (the "Reserve Account") Is established within the Revenue Fund under the 
Indenture. The Reserve Account will be funded initially in the amount of $1,756,817, and certain deposits 
will be made to the Reserve Account as set forth In the table below, such that no later than June 1,1999 
the amounts in the Reserve Account will be equal to Maximum Annual Debt Service on the Bonds. 

CITY OF SAN DIEGO/MTDB AUTHORITY 
Lease Revenue Bonds 

(1994 Refundings) 
RESERVE ACCOUNT DEPOSIT SCHEDULE 

Date of 
Deposit 

04/12/94 

09/01/94 

06/01/99 

Approximate 
Amount of 

Deposit 

$1,756,817 

$6,110,000 

$1,238,727 

Source of 
Deposit 

1986 Trust Agreement Reserve Fund and 
1989 Trust Agreement Reserve Fund 

1986 Trust Agreement Reserve Fund 
and assigned 

Lease Payment under 1986 Lease 

1989 Trust Agreement Resen/e Fund 

Approximate 
Cumulative 

Balancs 

$1,756,817 

$7,866,817 

$8,060,630^ 

On June 1.1999. the surplus of $1,044,914 In the Resen/e Account shall be Immediately transfened to 
the Principal Account In the Revenue Fund, reducing the Reserve Account balance firom $9,105,544 to 
$8,060,630. which Is equal to Maximum Annual Debt Service on the Bonds. 

All amounts in the Reserve Account shall be used and withdrawn for the purpose of 
replenishing the Interest Account or the Principal Account in such order, in the event of any deficiency 
at any time In either of such accounts, or for the purposes of paying the principal of, redemption 

11 



premiums, if any, and interest on the Bonds in the event that no other money of the Authority is 
lawfully available therefor. All interest income received by the Trustee from the investment of moneys 
in the Reserve Account shall be transferred to the Principal Account of the Revenue Fund; provided. 
however, that such interest income shall be retained in the Reserve Account to the extent that 
amounts therein have been transferred to make up a deficiency in the Interest Account or the Principal 
Account. Amounts in the Reserve Account in excess of the then current Reserve Requirement shall 
be transferred to the Principal Account of the Revenue Fund. See "APPENDIX B — SUMMARY OF 
PRINCIPAL LEGAL DOCUMENTS." 

Insurance 

1986 Lease 

The 1986 Lease requires the City to maintain or cause to be maintained certain levels of the 
following types of insurance against risk of physical damage to the 1986 Leased Property and other 
risks for the protection of the owners of the 1986 Obligations and the Bonds, the Authority and the 
Trustee: (i) public liability and property damage; (ii) fire and extended coverage; (iii) earthquake 
insurance (but only if commercially available); (iv) rental interruption insurance; and (v) title insurance. 

.Coverage from rental interruption insurance shall be in an amount sufficient to make lease 
payments "imder the 1986 Lease for a period of at l e ^ t twelve months during, which the use of the 
1986 Leased Property is interrupted as a result of any of the hazards covered by the fire and extended 
coverage insurance. Such insurance shall be maintained throughout the term of the 1986 Lease. The 
City may self-insure for rental interruption insurance but only by segregating reserves in a specified 
account equal to the insurance amount required. There can be no assurance that the coverage 
afforded by such insurance will be adequate to prevent a reduction in Base Rental Payments. See 
"RISK FACTORS - Abatement" herein. 

Earthquake insurance shall be maintained only if commercially available. Currently, the City 
maintains earthquake insurance on the Leased Property structures through a private insurer. In the 
event such earthquake insurance shall at any time during the term of the 1986 Lease not be 
commercially available, the City shall not be obligated to maintain earthquake insurance during such 
period, provided, however, that in the event of an uninsured loss to a Project caused by earthquake 
the City shall apply for and use its best efforts to obtain financial assistance from the United State of 
America to be used for the repair, reconstruction or replacement of such Project and in the event the 
City does not maintain earthquake insurance the City shall maintain rental interruption insurance in an 
additional amount equal to the maximum Lease Payments payable in a twelve month period. 

The First Amendment to the 1986 Lease contains amendments to clarify certain insurance 
covenants contained in the 1986 Lease. First, fire and extended coverage insurance may be in the 
form of a policy which covers the 1986 Leased Property and one or more additional parcels, so long 
as the coverage is at least equal to the cumulative replacement values of all such properties or the 
unpaid principal amount of all bonds, certificates of participation or other obligations secured by such 
properties. Second, rental interruption insurance may be in the form of a policy which covers the 1986 
Leased Property and one or more additional parcels, so long as the coverage is at least equal to the 
cumulative amount of rental interruption insurance required by the 1986 Lease and any similar 
agreements relating to such additional parcels. 

See "APPENDIX B - SUMMARY OF PRINCIPAL LEGAL DOCUMENTS" for more details on the 
insurance requirements under the 1986 Lease. 
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1989 Lease 

The City has covenanted in the 1989 Lease to maintain or cause to be maintained certain levels 
of liability, property damage and casualty insurance in connection with the 1989 Leased Property. In 
addition, the City has covenanted to maintain rental interruption or use and occupancy insurance, to 

jcoyer loss of use of t\}eJlMBJ^m§i^Ll^.QM.tiL^Ji&ySuci amaujiL-eflijalJaxJJaMgfrqestaqj^reciate lease 
paymenf tb'be paid 'ynany^wenty-f our month pertod. There can be no assurance that the coverage 
afforded by such irisurancewiirbe adequate to prevent a reduction in Base Rental Payments. Extended 
coverage, including flood but not earthquake, is also required to be maintained. Currently, the City 
maintains earthquake insurance on the 1989 Leased Property structures through a private insurer. 

The City agrees to maintain rental interruption or use and occupancy insurance, covering loss 
of the use of any part of its 1989 Leased Property as the result of fire, lightning, vandalism or other 
hazards other than earthquake specified in the 1989 Lease to be paid in any twenty-four month period. 

The First Amendment to the 1989 Lease contains amendments to clarify certain insurance 
covenants contained in the 1989 Lease. First, fire and extended coverage insurance may be in the 
form of a policy which covers the 1989 Leased Property and one or more additional parcels, so long 
as the coverage is at least equal to the cumulative replacement values of all such properties or the 
unpaid principal amount of all bonds, certificates of participation or other obligations secured by such 
properties. Second, rental interruption insurance may be in the form of a policy which covers the 1989 
Leased Property and one or more additional parcels, so long as the coverage is at least equal to the 
cumulative amount of rental interruption insurance required by the 1989 Lease and any similar 
agreements relating to such additional parcels. 

See "APPENDIX B - SUMMARY OF PRINCIPAL LEGAL DOCUMENTS" for more details on the 
insurance requirements under the 1989 Lease. 

LEASED PROPERTY 

1986 Lease 

The real property encumbered by the 1986 Lease consists of four different components (the 
"1986 Leased Property") as described below. The 1986 Leased Property was developed by Starboard 
Development Company, a California general partnership whose general partners are John P. Starkey 
Company, a California corporation, and Bradford Saunders Incorporated, a California corporation. The 
contractor for the 1986 Leased Property was M.H. Golden Company (the "Contractor"). On July 1, 
1992, the Contractor became a subsidiary of Centex Corporation, one of the nation's largest builders. 

Police Administration and Technical Center. The Police Administration and Technical Center, 
built in 1986, is situated within the City and occupies a complete city block, bounded by Broadway, 
14th Street, "E" Street and 15th Street. The building, approximately 120,000 square feet in size, is 
a seven story, above grade structure with three levels of parking (two and one half are a below ground 
garage). The parking garage provides parking for approximately 750 vehicles and contains 
approximately 24,000 square feet of secured storage area. The building structure consists of a steel 
frame with concrete floors over metal decking. Vertical transportation consists of four elevators and 
two stair towers. Plaza areas at the Broadway and "E" Street entrances are paved concrete with trees 
and landscaping. 

Heavv Vehicle Maintenance Facilitv. The Police Heavy Vehicle Maintenance Facility, completed 
and occupied in November 1985, is approximately 60,000 square feet in size, located on a full city 
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block, bounded by 11th and 12th and " J " and "K" Streets. The single story industrial facility, 
approximately 18,916 square feet in size, for police heavy vehicle maintenance and repair has been 
constructed thereon. Exterior walls and major partitions are of concrete masonry and the facility 
parking areas are bounded by chain link fencing and landscape. Facilities include a fueling station, car 
wash, auto maintenance shop, mechanic shop, auto body shop, parts storage, offices and restrooms. 
Parking is provided for the storage of approximately 155 cars. 

Western Division Police Station. The Western Division Police station consists of a 16,412 
square foot police building with 1,815 square feet of enclosed, partially covered outdoor property 
storage area and a separate 5,206 square foot six-stall vehicle maintenance garage with covered fuel 
dispensing island, car wash bay and 845 square foot storage loft. Off-street parking for 217 police 
and private vehicles is also provided. These facilities are located on a city-owned 4.31-acre parcel of 
land in San Diego south of Gaines Street, east of Napa Street and north of Friars Road. Construction 
of this police station was completed, and the station was occupied in July 1984. 

Southeastern Division Police Station. The Southeastern Division Police Station Project consists 
of a single story 16,412 square foot masonry and structural steel frame police building, with 1,815 
square feet of enclosed, partially covered outdoor property storage area, and a separate single story 
5,206 square foot, six-stall vehicle maintenance garage with covered fuel dispensing island, car wash 
bay and 845 square foot storage loft. Off-street parking for 217 police and private vehicles is also 
provided. These facilities are located on a City owned 3.32 acre parcel of land in San Diego on the 
northeastern corner of Sychar Road and Skyline Drive. Construction of this police station was 
completed, and the station was occupied in July 1985. 

1989 Lease 

The MTDB is continuing to develop a regional light rail transit ("LRT") system designed to link 
downtown San Diego with several outlying communities. See "THE AUTHORITY — San Diego 
Metropolitan Transit Development Board." The real property encumbered by the 1989 Lease (the 
"1989 Leased Property") is an integral part of this regional transit system. 

The 1989 Leased Property is located in downtown San Diego, along a portion of the San Diego 
Bay waterfront. The 1989 Leased Property extends along the boundary between San Diego's 
downtown Centre City business core and the adjacent waterfront area, which is oriented towards 
recreation and commercial activities. Both Centre City and the Bayside Waterfront areas have been 
redeveloped over the last several years with several new hotels and the addition of the San Diego 
Convention Center; the City expects development in these areas to continue. In addition to linking 
original LRT stations, the 1989 Leased Property serves the Centre City and Bayside Waterfront areas 
and will serve additional areas planned for development in San Diego's bayside area. 

The 1989 Leased Property includes a 2.0 mile LRT track length situated primarily within 
existing railroad right-of-way. The 1989 Leased Property begins with a western branch off original 
track at the 12th Avenue and Imperial Avenue intersection at the San Diego Trolley, Inc. ("SDTI") 12th 
Avenue and Imperial Avenue Station. The 1989 Leased Property then continues along original San 
Diego and Arizona Eastern railway right-of-way for approximately 1,800 feet until it joins the Atchison, 
Topeka and Santa Fe railroad ("AT&SF") right-of-way paralleling the inland side of Harbor Drive. The 
1989 Leased Property proceeds in a north-east direction for approximately one mile. This portion of 
the 1989 Leased Property includes three LRT stations and serves the City's Convention Center, the 
Seaport Village retail complex, and several downtown residential developments. At the intersection 
of California Street and Broadway adjacent to the Santa Fe Depot, the 1989 Leased Property branches 
into a "Y", with the eastern branch connecting with original LRT track via a diagonal transition through 
the city block bounded by Broadway, Kettner Boulevard, "C" Street and India Street ("America Plaza"). 
America Plaza features a retail and office complex located above an LRT station. The northern branch 

14 



of the 1989 Leased Property proceeds along existing AT&SF railway track for an additional 3,500 feet 
to the Grape Street Intersection. 

In addition to the LRT alignment, the 1989 Leased Property also includes five recently 
constructed LRT stations and one relocated LRT station. Except for the American Plaza Station and 
the 12th Avenue and Imperial Avenue Station, both of which are enclosed buildings, LRT station 
consists of open-air covered waiting areas equipped with ticket vending machines. The five stations 
are located in the following areas: (i) the County Center/Little Italy Station located between Beech and 
Cedar Streets; (ii) the Santa Fe Depot Station located on the west side of the Santa Fe Depot; (ii) the 
Seaport Village Station located between "G" and Market Streets, east of Kettner Boulevard; (iv) the 
Convention Center West Station located southeast of the First Avenue crossing of the railroad tracks 
to an intersection with Harbor Drive; and (v) the Gaslamp-Convention Center Station located at Fifth 
Avenue and Harbor Drive. In addition, the Santa Fe Depot LRT Station has been relocated from "C" 
Street to the middle of America Plaza. The six stations are located in strategic areas which maximizes 
pedestrian access with adjacent centers of activity and provides a pedestrian link between Centre City 
and Bayside Waterfront areas. 

An additional component of this regional transit system is the current construction of a 3.5 mile 
LRT extension north from Centre City San Diego (Cedar Street) to Taylor Street in the San Diego's Old 
Town area (the "Old Town extension"). This LRT alignment is being constructed within an active 
AT&SF Railway corridor. The AT&SF double tracks have been shifted to the west to make room for 
the LRT double tracks. 

Accompanying the construction of the Old Town extension will be three new LRT stations: (i) 
Airport/Palm Station located at Palm Street, with additional plans to construct a 2,700 car parking 
structure adjacent to the station and to provide shuttle service to San Diego International Airport at 
Limbergh Field; (ii) Washington Street Station adjacent to the Mission Hills Brewery in the Middletown 
area, which will have connecting bus service to provide transportation to Mission Hills and Hillcrest; 
(ii) Old Town Transit Center Station at Taylor Street, which when complete will be the largest transit 
interface center in the MTDB area, with bus bays connecting 11 bus lines with the LRT. 

MTDB, through SDTI, operates the 1989 Leased Property as extensions of its original South 
and East line in conjunction with the Bayside extension which will soon be connected with the Old 
Town extension when it is complete. All lines continue to operate on track which ultimately leads 
through downtown San Diego to their terminus in San Ysidro and El Cajon, respectively. 

RISK FACTORS 

The following factors, along with all other information in this Official Statement, should be 
considered by potential investors in evaluating the investment risks inherent in purchasing the Bonds. 

Bonds Not a General Obligation 

The obligation of the City to make Base Rental Payments does not constitute an obligation of 
the City for which the City must levy or pledge any form of taxation or for which the City has levied 
or pledged any form of taxation, nor does it constitute a debt or indebtedness of the City, the County 
of San Diego, the State of California or any of its political subdivisions within the meaning of any 
constitutional or statutory debt limitation or restriction. 
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City's Base Rental Payments 

The Bonds are payable from and secured by the Revenues and certain amounts on deposit in 
the funds and accounts established under the Indenture. Revenues consist primarily of Base Rental 
Payments made by the City pursuant to the Amended Leases. Base Rental Payments shall be paid by 
the City from any and all General Fund monies legally available to the City. 

In the event the City's revenue sources are less than its total obligations, the City could choose 
to fund other municipal services before making Base Rental Payments. The same result could occur 
if, because of State Constitutional limits on expenditures, the City is not permitted to appropriate and 
spend all of its available revenues. The City's appropriations currently do not exceed the limitation on 
appropriations under Article XIII B of the California Constitution. See "APPENDIX A — GENERAL 
ECONOMIC AND FINANCIAL INFORMATION ON THE CITY OF SAN DIEGO — Limitations on Taxes and 
Appropriations." 

There are no legal limitations on the ability of the City to enter into other obligations that may 
constitute additional charges against its general revenues. To the extent that additional obligations are 
incurred by the City, the general funds available to make Base Rental Payments may be decreased. 
The City is currently liable on other obligations payable from general revenues. See "APPENDIX A — 
GENERAL ECONOMIC AND FINANCIAL INFORMATION ON THE CITY OF SAN DIEGO." 

Abatement 

Base Rental Payments may be abated in accordance with the Amended Leases if there is 
substantial interference with the City's use and possession of any portion of the Leased Property due 
to damage, destruction, condemnation or defects in title. The amount of abatement shall be such that 
the resulting Base Rental Payments represent fair consideration for the use and possession of the 
remaining portions of the Leased Property as to which such damage, destruction, condemnation or title 
defects do not substantially interfere with the use and right of possession by the City. Such 
abatement shall continue for the period commencing with the date of the substantial interference due 
to damage, destruction, condemnation or title defects and ending with the restoration of the Leased 
Property to tenantable condition. Such reduced or abated Base Rental Payments, together with other 
monies available to the Trustee, may not be sufficient, after expiration of applicable rental interruption 
insurance and exhaustion of amounts in the Reserve Account and in the Interest and Principal Accounts 
of the Revenue Fund, to pay principal and interest with respect to the Bonds in the amounts and at the 
rates set forth thereon. The failure of the City to make Base Rental Payments because of an 
abatement would not, under such circumstances, constitute a default under the Amended Leases. 

Under the 1986 Lease, the City must maintain coverage from rental interruption insurance 
equal to an amount sufficient to make lease payments for a period of at least twelve months during 
which the use of the Projects is interrupted as a result of any of the hazards covered by the fire and 
extended coverage insurance. Moreover, in the event the City does not maintain earthquake insurance 
the City shall maintain rental interruption insurance in an additional amount equal to the maximum 
Lease Payments payable in a twelve-month period, for a total of 24 months. Such insurance shall be 
maintained throughout the term of the 1986 Lease. Under the 1989 Lease, the City agrees to secure 
and maintain at all times rental interruption or use and occupancy insurance, in an amount equal to not 
less than the largest aggregate lease payments to be paid in any 24-month period by the City under 
the 1989 Lease, to cover loss, total or partial, of the use of the Leased Property as a result of hazards 
covered by the fire and extended coverage insurance which the City covenants to provide under the 
1989 Lease. There can be no assurance that in the event of a loss amounts will be payable pursuant 
to such insurance or will be adequate to cover Base Rental Payments abated or reduced during the 
period of loss. 
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The Amended Leases require that Net Proceeds received in respect of destruction of or damage 
to the Leased Property by fire or other casualty event shall be paid to the Trustee for application in 
accordance with the provisions of the Indenture. If the City elects pursuant to the Indenture and the 
Amended Leases to apply such proceeds to the replacement, repair or reconstruction of the Leased 
Property, the Base Rental Payments shall again begin to be payable upon restoration of the Leased 
Property to tenantable condition. 

Limited Recourse on Default 

Failure by the City to make Base Rental Payments or other payments required to be made under 
the Amended Leases or failure to observe and perform its other covenants and agreements under the 
Amended Leases for a period of 30 days after written notice of such failure and request that it be 
remedied has been given to the City by the Authority or the Trustee constitute events of default under 
the Amended Leases and permit the Trustee to pursue remedies at law or in equity to enforce such 
covenants and agreements. In the event of a default, notwithstanding anything herein or in the 
Indenture to the contrary, THERE SHALL BE NO RIGHT UNDER ANY CIRCUMSTANCES TO 
ACCELERATE THE BASE RENTAL PAYMENTS OR OTHERWISE DECLARE ANY BASE RENTAL 
PAYMENTS NOT THEN IN DEFAULT TO BE IMMEDIATELY DUE AND PAYABLE NOR SHALL THE 
AUTHORITY OR THE TRUSTEE HAVE ANY RIGHT TO REENTER OR RELET THE LEASED PROPERTY 
EXCEPT AS DESCRIBED IN THE AMENDED LEASES. 

The enforcement of any remedies provided in the Amended Leases and the Indenture could 
prove both expensive and time consuming. If the City defaults on its obligation to make Base Rental 
Payments with respect to the Leased Property, the Authority or the Trustee may retain the Amended 
Leases and hold the City liable for all Base Rental Payments on an annual basis. There is no remedy 
of acceleration of the total Base Rental Payments due over the term of the Amended Leases, and the 
Trustee would be required to seek a separate judgment each year for that year's defaulted Base Rental 
Payments. 

Alternatively, the Authority or the Trustee may terminate the Amended Leases and proceed 
against the City to recover damages pursuant to the Amended Leases. Due to the specialized nature 
of the Leased Property or any property substituted therefor pursuant to the Amended Leases, no 
assurance can be given that the Trustee will be able to re-let the Leased Property so as to provide 
rental income sufficient to make payments of principal and interest with respect to the Bonds in a 
timely manner, and the Trustee is not empowered to sell the Leased Property for the benefit of the 
Owners of the Bonds. Any suit for money damages would be subject to limitations on legal remedies 
against cities in California, including a limitation on enforcement of judgments against funds needed 
to serve the public welfare and interest. In addition, if the City defaults on its obligations to make Base 
Rental Payments, the Trustee may have limited ability to re-let the Leased Property so as to preserve 
the tax exempt nature of the interest on the Bonds. See "SECURITY AND SOURCES OF PAYMENT 
FOR THE BONDS" and "APPENDIX B - SUMMARY OF PRINCIPAL LEGAL DOCUMENTS." 

Possible Insufficiency of Insurance Proceeds 

The Amended Leases obligate the City to keep in force various forms of insurance, subject to 
deductibles, for repair or replacement of the Leased Property in the event of damage, destruction or 
title defects, subject to certain exceptions. Net Proceeds from insurance are applied on a pro rata basis 
between the Owners of the Bonds and the owners of the Prior Obligations. The City and the Authority 
make no representation as to the ability of any insurer to fulfill its obligations under any insurance 
policy provided for in the Amended Leases and no assurance can be given as to the adequacy of any 
such insurance to fund necessary repair or replacement or to pay principal of and interest on the Bonds 
when due. In addition, certain risks, such as earthquakes, will not always be covered by such 
insurance. 

17 



Common Leased Premises 

The Base Rental Payments consist of a portion of the lease payments made by the City 
pursuant to the 1986 Lease and the 1989 Lease. The lease payments payable under the 1986 Lease 
are for the use and occupancy of the 1986 Leased Property. Such lease payments also secure the 
1986 Obligations which will remain outstanding after the refunding of the 1986 Refunded Obligations. 
Similarly, the lease payments payable under the 1989 Lease are for the use and occupancy of the 
1989 Leased Property, and such lease payments also secure the 1989 Obligations which will remain 
outstanding after the refunding of the 1989 Refunded Obligations. See "THE LEASED PROPERTY" and 
"PLAN OF REFUNDING." 

In the event of damage, destruction, condemnation or title defect with respect to the 1986 
Leased Property, the net proceeds of any insurance or condemnation awards used to pay or prepay 
lease payments under the 1986 Lease shall be applied pro rata to the payment of the outstanding 1986 
Obligations and that portion of the Bonds allocable to the lease payments made under the 1986 Lease, 
on a parity basis. 

In the event of damage, destruction, condemnation or title defect with respect to the 1989 
Leased Property, the net proceeds of any insurance or condemnation awards used to pay or prepay 
lease payments under the 1989 Lease shall be applied pro rata to the payment of the outstanding 1989 
Obligations and that portion of the Bonds allocable to the lease payments made under the 1989 Lease, 
on a parity basis. 

Limitations on Remedies Available to Owners of the Bonds 

The enforceability of the rights and remedies of the Owners of the Bonds and the obligations 
incurred by the City are subject to the following: the Federal Bankruptcy Code and applicable 
bankruptcy, insolvency, reorganization, moratorium, or similar laws relating to or affecting the 
enforcement of creditors' rights generally, now or hereafter in effect; equity principles which may limit 
the specific enforcement under state law of certain remedies; the exercise by the United States of 
America of the powers delegated to it by the Federal Constitution; and the reasonable and necessary 
exercise, in certain exceptional situations, of the police power inherent in the sovereignty of the State 
of California and its governmental bodies in the interest of serving a significant and legitimate public 
purpose. Bankruptcy proceedings, or the exercise of powers by the federal or State government, if 
initiated, could subject the Owners of the Bonds to judicial discretion and interpretation of their rights 
in bankruptcy or otherwise, and consequently entail risks of delay, limitation, or modification of the 
principal legal documents or their rights. 

THE PLAN OF REFUNDING 

Purpose of the Issue 

The net proceeds of the Bonds will be used to advance refund portions of the Prior Obligations. 
The 1986 Obligations which are being refunded are referred to as the "1986 Refunded Obligations" 
and the 1989 Obligations which are being refunded are referred to as the "1989 Refunded 
Obligations." 

Following is a table which identifies the amount of each maturity of each of the Prior 
Obligations which are to be refunded. In all cases, each such amount constitutes 100% of the 
corresponding maturity. 
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REFUNDED OBLIGATIONS 

Issue 

1986 Refunded Obligations 

1989 Refunded Obligations 

Maturity 

September 1 , 1995 
September 1, 1996 
September 1, 1997 
September 1, 1998 
September 1, 2005 

June 1,2000 
June 1,2001 
June 1, 2009 

Redemption 
Date 

September 1, 1994 
September 1, 1994 
September 1, 1994 
September 1, 1994 
September 1, 1994 

June 1, 1997 
June 1, 1997 
June 1, 1997 

Amount to be 
Refunded 

$ 3,285,000 
3,510,000 
3,015,000 
3,235,000 

27,730,000 

$ 1,535,000 
1,640,000 

17,885,000 

Escrow Funds 

In order to effect the advance refunding of the 1986 Refunded Obligations and the 1989 
Refunded Obligations, the net proceeds of the Bonds will be deposited in two separate escrow funds: 
(i) an escrow with First Interstate Bank of California, as escrow agent for the 1986 Refunded 
Obligations (the "1986 Escrow Agent") pursuant to an Escrow Agreement dated as of April 1 , 1994 
(the "1986 Obligations Escrow Agreement") among the City, the Authority and the 1986 Escrow 
Agent, and (ii) an escrow with First Interstate Bank of California, as escrow agent for the 1989 
Refunded Obligations (the "1989 Escrow Agent") pursuant to an Escrow Agreement dated as of April 
1, 1994 (the "1989 Obligations Escrow Agreement") among the City, the Authority and the 1989 
Escrow Agent. 

The deposit to be made pursuant to the 1986 Obligations Escrow Agreement will consist of 
cash and U.S. government securities or ownership interests therein (collectively, "Defeasance 
Securities") which will be sufficient to pay the principal, premium and accrued interest with respect 
to the 1986 Refunded Obligations on September 1, 1994, when the 1986 Refunded Obligations will 
be redeemed. 

The deposit to be made pursuant to the 1989 Obligations Escrow Agreement will consist of 
cash and Defeasance Securities which will be sufficient to pay the principal, premium and accrued 
interest with respect to the 1989 Refunded Obligations through June 1, 1997, when the 1989 
Refunded Obligations will be redeemed. 

Ernst & Young, Tucson, Arizona will verify the arithmetical computations used to determine 
the sufficiency of the deposits of cash and Defeasance Securities described above. Such cash and 
Defeasance Securities will be available only for the payment of the Prior Obligations for which each 
escrow is created, and will not be available for the payment of the Bonds. 

Estimated Sources and Uses of Funds 

The proceeds to be received from the sale of the Bonds, excluding accrued interest, are 
expected to be applied as follows: 
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CITY OF SAN DIEGO/MTDB AUTHORITY 
Lease Revenue Bonds 

(1994 Refundings) 
Estimated Sources and Use of Funds 

Sources 
Par Amount of the Bonds $66,570,000 
Less: Original Issue Discount (284,568) 
TOTAL $66,285,432 

Uses 
1986 Escrow Deposit $42,807,080 
1989 Escrow/Deposit 22,885,791 
Costs of Issuance"' 216,440 
Underwriter's Discount 376.121 
TOTAL $66,285,432 

<̂ ' Costs of Issuance Include fees of the Co-Flnanclal Advisors, Co-Bond Counsel and the Trustee, costs for rating the 
Bonds, Official Statement printing costs and other costs related to the issuance of the Bonds. 

THE AUTHORITY 

General 

The Authority is a joint powers agency created pursuant to the provisions of Chapter 5 of Title 
1, Division 7 of the Government Code of the State of California. It was created by means of a joint 
exercise of powers agreement between the City and the MTDB executed in September of 1987. It is 
governed by a Board of Directors made up of two members of the City Council of the City and one 
member of the Board of the MTDB. Its powers include the power to issue bonds and to acquire, 
construct, manage, maintain and operate public transit facilities and related capital improvements to 
carry out its purposes. The City Treasurer, Auditor and Comptroller, and Director of Financial 
Management are its principal financial officers, and the City Attorney of the City serves as its legal 
counsel. 

San Diego Metropoiitan Transit Development Board 

The San Diego Metropolitan Transit Development Board was created in 1975 pursuant to 
California law and commenced operations on January 1, 1976. In 1985 the organization's original 8-
member Board of Directors was increased to 15 members. The Board currently includes four 
representatives from the City of San Diego and individual representatives from the Cities of Chula 
Vista, Coronado, El Cajon, Imperial Beach, La Mesa, Lemon Grove, National City, Poway and Santee. 
A county supervisor is appointed as an additional representative by the San Diego County Board of 
Supervisors. The Board members elect a representative who, pursuant to the Board's enabling 
legislation, serves as the Board's chair. 

The MTDB was initially charged with the responsibility to plan and construct public mass transit 
guideways with special emphasis on cost effective transit systems. Since its inception, the MTDB has 
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acquired the San Diego Transit Corporation, a bus operating system, and the San Diego and Arizona 
Eastern railway covering over 108 miles of track right-of-way. 

The MTDB's responsibilities cover six areas: (a) LRT development, (b) short range metropolitan 
area transit planning, (c) the preparation of the region's five-year Transportation Improvement Program, 
(d) fund administration for claims made by local operators for various state and federal funds, (e) 
provision of overall regional transit services directly or by contract with public or private operators and 
(f) coordination of regional transit fares, transfer, and services with the various local operators. The 
transit system within the MTDB's planning and development sphere includes 11 regional routes, 40 
local routes, and several dial-a-ride services. 

LEGAL MATTERS 

Tax Exemption 

In the opinion of Orrick, Herrington & Sutcliffe, Los Angeles, California and Williams & Gilmore, 
La Jolla, California ("Co-Bond Counsel"), based upon existing laws, regulations, rulings and court 
decisions, interest on the Bonds is excluded from gross income for federal income tax purposes and 
is exempt from State of California personal income taxes. Co-Bond Counsel are also of the opinion that 
interest on the Bonds is not a specific preference item for purposes of the federal individual and 
corporate alternative minimum taxes, although Co-Bond Counsel observe that such interest is included 
in adjusted current earnings in calculating federal corporate alternative minimum taxable income. A 
complete copy of the opinion of Co-Bond Counsel is set forth in Appendix D hereto. 

The Internal Revenue Code of 1986 (the "Code") imposes various restrictions, conditions and 
requirements relating to the exclusion from gross income for federal income tax purposes of interest 
on obligations such as the Bonds. The Authority and the City have covenanted to comply with certain 
restrictions designed to assure that interest on the Bonds will not be included in federal gross income. 
Failure to comply with these covenants may result in interest on the Bonds being included in federal 
gross income, possibly from the date of issuance of the Bonds. The opinion of Co-Bond Counsel 
assumes compliance with these covenants. Co-Bond Counsel have not undertaken to determine (or 
to inform any person) whether any actions taken (or not taken) or events occurring (or not occurring) 
after the date of issuance of the Bonds may affect the tax status of the interest on the Bonds. 

Certain requirements and procedures contained or referred to in the Indenture and other 
relevant documents may be changed and certain actions (including, without limitation, defeasance of 
the Bonds) may be taken or omitted under the circumstances and subject to the terms and conditions 
set forth in such documents. Co-Bond Counsel express no opinion as to any Bonds or the interest 
thereon if any such change occurs or action is taken or omitted upon the advice or approval of bond 
counsel other than Orrick, Herrington & Sutcliffe and Williams & Gilmore. 

Co-Bond Counsel are of the opinion, based on existing laws, regulations, rulings and court 
decisions, that the difference between the initial offering prices to the public (excluding bond houses 
and brokers) at which a substantial amount of any maturity of the Bonds is sold and the amount 
payable at maturity thereof constitutes "original issue discount" for purposes of federal income taxes 
and State of California personal income taxes. Such discount is treated as interest excluded from 
federal gross income and exempt from State of California personal income taxes to the extent properly 
allocable to each owner thereof. The original issue discount accrues over the term to maturity of each 
such maturity of each Bond on the basis of a constant interest rate compounded on each interest or 
principal payment date (with straight-line interpolations between compounding dates). The amount 
of original issue discount accruing during each period is added to the adjusted basis of such Bonds to 
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determine taxable gain upon disposition (including sale, redemption or payment on maturity) of such 
Bonds. The Code contains certain provisions relating to the accrual of original issue discount in.the 
case of purchasers of the Bonds who purchase after the initial offering of a substantial amount of such 
maturity. Owners who do not purchase the Bonds in the initial offering at the initial offering price 
should consult their own tax advisors with respect to the tax consequences of ownership of the Bonds 
with original issue discount. All owners of Bonds with original issue discount should consult their own 
tax advisors with respect to the allowance of a deduction for any loss on a sale or other disposition 
to the extent that such loss is attributable to accrued original issue discount. Owners of such Bonds 
should also consult their own tax advisors with respect to the treatment of accrued but unpaid interest 
on such Bonds under federal individual and corporate alternative minimum taxes. 

Although Co-Bond Counsel have rendered an opinion that interest on the Bonds is excluded 
from gross income for federal income tax purposes, the ownership or disposition of, or the accrual or 
receipt of interest on, the Bonds may otherwise affect a Bondholder's tax liability. The nature and 
extent of these other tax consequences will depend upon the particular tax status of the Bondholder's 
other items of income or deduction. Co-Bond Counsel express no opinion regarding any such other 
tax consequences. 

Legal Opinions 

Co-Bond Counsel will render an opinion with respect to the validity and enforceability of the 
Amended Leases and the Indenture. Copies of such approving opinion will be available at the time pf 
delivery of the Bonds at the expense of the City. Co-Bond Counsel undertake no responsibility for the 
accuracy, corripleteness or fairness of the Official Statement. Certain legal matters will be passed 
upon for the City and the Authority by the City Attorney. 

No Litigation 

There is no litigation pending againstthe Authority or the City nor, to the knowledge of the 
officers of the Authority and the City, threatened,, in any court or other tribunal of competent 
jurisdiction, state or federal, in any way (a) restraining or enjoining the issuance, sale or delivery of any 
of the Bonds, (b) questioning or affecting the validjty of the Bonds, (c) questioning or affecting the 
validity of any of the proceedings for the authorization, sale, execution or delivery of the Bonds, or (d) 
questioning or affecting the validity or enforceability of the Amended Leases or Indenture. To the 
knowledge of the Authority, the City and the City Attorney, there are pending against the Authority 
and the.City lawsuits and claims arising in.the ordinary course of the Authority's and the City's 
activities which taken individually or in the aggregate, could materially affect the City's finances. 
However, taking into account expected insurance and self-insurance reserves expected to be available 
to pay liability arising from such actions, the City does not expect any or all such claims to have a 
material adverse effect on its ability to make Base Rental Payments when due. 

Legality for Investment in California 

Under proyisioris of the California Financial Code, the Bonds are legal investments for 
commercial banks in California to the extent that the Bonds, in the informed opinion of the bank, are. 
prudent for the investment of funds of depositors, and, under provisions of the Government Code of 
the State, the Bonds are eligible for security for deposits of public moneys in the State. 
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MISCELLANEOUS 

Ratings 

Moody's Investors Service and Standard & Poor's Corporation have assigned their municipal 
bond ratings of "Aa" and "AA-", respectively, to the Bonds. The ratings issued reflect only the views 
of such rating agencies, and any explanation of the significance of such ratings should be obtained 
from such rating agencies. There is no assurance that such ratings will be retained for any given period 
of time or that the same will not be revised downward or withdrawn entirely by such respective rating 
agencies if, in the judgment of such rating agencies, circumstances so warrant. The Authority and the 
City undertake no responsibility either to bring to the attention of the owners of the Bonds any 
downward revision or withdravyaj of any rating obtained or to oppose any such revision or withdrawal. 
Any such downward revision or withdrawal of any rating obtained may have an adverse effect on the 
market price of the Bonds. 

Underwriting 

Puj-suant to the terms of the public bid dated March 22, 1994, Goldman, Sachs & Co., as 
Underwriter, has contracted to purchase the Bonds at the purchase price of $65,909,311.80 plus 
accrued interest from April 1, 1994 to the date of delivery of the Bonds and to re-offer the Bonds 
pursuant to the terms and conditions set forth on the cover page of this Official Statement. The 
Underwriter will be obligated to take and pay for all of the Bonds if any Bond is purchased. 

Co-Financial Advisors 

Public Resources Advisory Group, New York, New York, E. J . De La Rosa & Co., Inc., Los 
Angeles, California and Municipal Capital Management, Inc., Santa Monica, California (the "Co-
Financial Advisors"), have entered into a contract to serve as financial advisors to the City with respect 
to the sale of the Bonds. The Co-Financial Advisors assisted the City in the preparation of this Official 
Statement and in other matters relating to the planning, structuring and issuance of the Bonds. The 
Co-Financial Advisors will receive a fee for the above services payable from proceeds of the Bonds. 

Additional Information 

This Official Statement speaks only as of its date, and the information contained herein is 
subject to change. The Authority and the City have not entered into a contractual commitment to 
provide information on a continuing basis to investors or any other party, except to the extent such 
information is required to be provided pursuant to the City's contracts with nationally recognized rating 
organizations. 
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Copies of the Indenture and the Amended Leases are available upon request with payment of 
copying, mailing and handling charges by contacting the City at the following address: 

The City of San Diego 
202 "C" Street, MS 9B 
San Diego, California 92101 
Attention: Financial Management Director 

CITY OF SAN DiEGO 

By Is/ JACK McGRORY 
City Manager 
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APPENDIX A 

GENERAL ECONOMIC AND FINANCIAL INFORMATION ON 
THE CITY OF SAN DIEGO 



THE CITY OF SAN DIEGO 

Introduction 

With a total population in excess of 1.1 million and an area of 403 square miles, the City of 
San Diego (the "City") is the sixth largest city in the nation and the second largest city in California. 
A major factor contributing to the City's historically steady growth is quality of life. In addition to 
having one of the worid's most favorable climates, the City offers a wide range of cultural and 
recreational services to both residents and visitors. With mild temperatures year round, the City's 
numerous beaches, parks, tennis courts, and golf courses are in constant use. Another factor in the 
City's growth has been its steadily expanding economy. The City's economic base, which in the past 
was heavily reliant on federal defense spending, has undergone a transformation in recent years. The 
new economic foundation is based on four major areas: international trade; high tech manufacturing; 
professional services; and a tourist industry with a strong convention trade component. Each of these 
areas has continued to register growth despite the current recession, and together they should provide 
the basis for the City's future economic growth. Overall, the City's employment has dropped 1.4% 
from 1990 to 1992 due to the effects of the economic slowdown. 

The City of San Diego's emergence as a center for international trade has been made possible 
in part by the Port of San Diego, which offers world class maritime facilities built around one of the 
worid's great natural harbors. The Port of San Diego offers handling services at rates below those of 
other major west coast ports such as Los Angeles and San Francisco. 

The City of San Diego and the San Diego Unified Port District were recently granted the 
exclusive right to develop a World Trade Center in San Diego. The Center will be located in the 
downtown area and in addition to the federal conversion dollars San Diego stands to receive, the 
Center is expected to deliver immediate benefits to the City in the form of increased demand for 
downtown office space and increased business activity for retailers located near the World Trade 
Center building. The World Trade Center status will allow San Diego businesses to buy and sell to 
customers in over 240 cities world-wide. 

In fall 1993, the City applied for and was awarded a $5.7 million U.S. Economic Development 
Administration Grant. In addition, the City and local partners will contribute $4.4 million in cash and 
in-kind donations to foster economic development and international trade activities. This resource, 
totalling over $10 million, will be used to operate the Worid Trade Center and to further San Diego's 
Economic Adjustment Program Strategy, a regional plan adopted in June 1992 to provide the City with 
the foundation to build a strong, diversified economic climate. 

International trade activity is also facilitated by the City's immediate proximity to Mexico, a 
major U.S. trading partner, whose rapidly growing economy depends in part on U.S. manufactured 
products to support development of its new industrial base. Reflective of the San Diego-Mexico 
connection is the rapid growth of the City's industrial complex located on the Otay Mesa area adjacent 
to the border. Many of these facilities are twin plants, or "maquiladoras" with operations both in the 
U.S. and Mexico. Since 1986, 300 companies have moved into the area, generating 3,800 jobs. U.S. 
Department of Commerce export data indicates the strength of this trade relationship; from 1986 to 
1991, the City's exports to Mexico tripled, growing from $377 million to $1,279 billion. It is 
anticipated that the North American Free Trade Agreement (NAFTA) will result in increased trade for 
San Diego with both Mexico and Canada. 

A major component in San Diego's historical growing prominence as a center for "high tech" 
industry has been the rapid growth of biotechnology based companies. According to a study released 
by the Ernst & Young accounting firm, San Diego has overtaken Los Angeles and Washington, D.C. 
to become the fourth largest concentration of biotech firms in the U.S., accounting for 8% of such 
firms in the nation. During the period July 1991 to June 1992, revenues by San Diego based biotech 



companies totaled $139 million. 

The professional services sector, including firms in the business services, health, engineering 
and management services areas, is expected to add 51,000 jobs to the San Diego economy during the 
period 1990 to 1997, according to projections prepared by the California Employment Development 
Department. The service sector has proven extremely resilient, continuing to add jobs in 1991, 1992 
and 1993, despite downturns in total nonagricultural employment during the same period. 

San Diego's long established tourism industry entered a new phase in 1989 with the opening 
of the San Diego Convention Center. With the opening of the Center, total convention revenues 
reached $547 million in 1992, a 60% increase from 1988. Plans are underway to double the capacity 
of the Center. 
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Economic Information 

Introduction 

The economic and demographic information provided below has been collected f rom sources 
wh ich the City deems to be reliable. Because it is diff icult to obtain t imely regional economic and 
demographic information, the impact on the City of the national recession which began in 1990 is not 
apparent in all of the publicly available regional economic statistics provided herein. 

Population 

Since 1980, the City's population has increased by 296,062 (or by approximately 23 ,000 new 
residents annually). While the rate of growth has slowed in recent years, the City 's population still 
grew by 21 ,000 people in 1993. 

(11 

a> 

Calendar City of 
Year San DieqoU^ 

1980 875,538 
1985 970,062 
1986 995,889 
1987 1,019,444 
1988 1,044,137 
1989 1,073,186 
1990 1,110,549 
1991 1,128,500 
1992 1,150,600 
1993 1,171,600 

Table 1 
POPULATION GROWTH 

1 9 8 0 - 1 9 9 3 

Annual 
Growth Rate 

„ 

2 . 1 % 
2.7 
2.4 
2.4 
2.8 
3.5 
1.6 
2.0 
1.8 

County of 
San-DiaasP 

1,861,846 
2,102,500 
2,169,900 
2,248,500 
2,328,300 
2,418,200 
2,498,016 
2,546,800 
2,604,500 
2,648,600 

City Planning Department's January 1 estimates which are based on 
Department of Finance estimates. 

Annual 
Growth Rate 

__ 
2.5% 
3.2 
3.6 
3.6 
3.9 
3.3 
2.0 
2.3 
1.7 

State of 
California 

23,780,000 
26,358,000 
26,999,000 
27,655,000 
28,323,000 
29,063,000 
29,760,021 
30,351,000 
30,982,000 
31,552,000 

Annual 
Growth Rate 

„ 

2 . 1 % 
2.4 
2.4 
2.4 
2.6 
2.4 
2.0 
2.1 
1.8 

the U.S. Census counts or official State 

U.S. Census 1980-1990; State Department of Finance estimates for 1991, 1992, and 1993. 

The fol lowing chart sets out school enrollment in the San Diego Unified School District. 

Table 2 
SAN DIEGO UNIFIED SCHOOL DISTRICT 

ENROLLMENT AND ATTENDANCE 

School Year 

1988-89 
1989-90 
1990-91 
1991-92 
1992-93 

Enrollment 

116,657 
118,889 
121,152 
123,615 
125,125 

Average Daily 
Attendance 

114,065 
116,192 
118,175 
120,448 
121,800 

Source: San Diego Unified School District 
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Employment Summary 

As seen in Table 3, the City's unemployment rate for calendar year 1993 was 8.0% up from 
7.5% in calendar 1992. The increase in the unemployment rate from 1992 to 1993 marked the fourth 
consecutive increase, following seven consecutive years of falling rates. The City's rate was still lower 
than the State's at 9.2%, but above the U.S. rate of 6.7%. 

Table 3 
ESTIMATED AVERAGE ANNUAL EMPLOYMENT AND 

UNEMPLOYMENT OF RESIDENT LABOR FORCE 

Civilian Labor Force 
City of San Diego 
(In Thousands) 

Employed 
Unemployed 
Unemployment Rates'" 
City™ 
County 
California 
United States 

1987 

479.0 
23.0 

4.5% 
4.5 
5.8 
6.2 

1988 

511.0 
23.0 

4.3% 
4.3 
5.3 
5.5 

1989 

534.0 
22.0 

4.0% 
3.9 
5.1 
5.3 

1990 

514.0 
24.0 

4.5% 
4.4 
5.6 
5.5 

1991 

505.0 
34.0 

6.3% 
6.1 
7.5 
6.7 

1992 

507.0 
41.0 

7.5% 
7.4 
9.1 
7.4 

1993 

509.6 
44.5 

8.0% 
8.6 
9.2 
6.7 

'" The unemployment rate is computed from unrounded data, and it may differ from rates using the rounded figures in 
this table. 

'̂ ' City data is not strictly comparable prior to 1990, due to a change in methodology. 

Source: California Employment Development Department, Labor Market Information Division for the State and 
County; U.S. Bureau of Labor - Department of Labor Statistics for the United States. 

As shown in Table 4, during the period 1988 to 1993, total nonagricultural wage and salary 
employment in San Diego County recorded a net increase of 14,200 new jobs, resulting in an annual 
rate of growth for the period of 0.3%. The services and government sectors accounted for most of 
the increase, with annual growth rates of 3.3% and 1.9% respectively during the period. Combined, 
these two sectors added 59,000 workers. Other business categories showing growth included 
wholesale trade, increasing at a rate of 0.2% per year between 1988 and 1993, and nondurable 
manufacturing, increasing at a rate of 3.2%. These increases were partially offset by reductions in 
retail trade, durable manufacturing, construction and the finance, insurance and real estate sector. 
Cutbacks in defense spending and the lingering national recession were the main factors behind the 
downturns. 

Employment levels were down in calendar year 1993, with nonagricultural wage and salary 
employment averaging 930,800, a decrease of 1.5%, or 14,200 jobs from the previous year, with retail 
trade, durable goods manufacturing, and construction showing the sharpest declines. Not all major 
sectors declined; services employment increased by 2,800 workers. 
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The following table shows wage and salary employment for the various industry groups in San 
Diego County. 

Mining 
Construction 
Manufacturing 

Nondurable Goods 
Durable Goods 

Transportation, Public Utilities 
Trade 

Wholesale 
Retail 

Finance, Insurance, Real Estate 
Services 
Government 

Federal 
State and Local 

Total Nonagricultural 

Table 4 
S A N DIEGO METROPOLITAN AREA 

W A G E A N D SALARY EMPLOYMENT'^ ' 
( in thousands) 

1988 

0.8 
57.4 

130.1 
25.7 

104.5 

35.1 
223.0 

41.0 
181.9 

65.0 
242.5 
162.8 
45.3 

117.6 
916.6 

1989 

0.8 
63.8 

135.4 
27.0 

108.4 

35.8 
233.6 

42.8 
190.8 

66.5 
259.5 
169.3 
47.4 

121.9 
964.6 

Annual Average 

1990 

0.7 
59.8 

137.8 
28.8 

109.0 

37.2 
238.6 

44.5 
194.1 

66.4 
274.7 
177.4 
49.2 

128.2 
992.5 

1991 

0.6 
50.4 

134.7 
29.3 

105.4 

36.8 
230.8 

42.3 
188.5 

64.3 
277.3 
179.5 
47.7 

131.8 
974.3 

1992 

0.5 
43.3 

124.0 
30.2 
93.8 

34.7 
219.7 

42.6 
177.1 

60.9 
282.8 
179.1 
45.3 

133.8 
945.0 

1993 

0.5 
39.9 

116.2 
30.1 
86.1 

34.8 
214.7 

41.5 
173.2 

60.4 
285.6 
178.7 
44.2 

134.5 
930.8 

" ' Figures may not add to total due to independent rounding. 

Source: State of California Employment Development Department, U.S. Department of Labor, Bureau of 
Labor Statistics. 

Manufacturing 

Despite recent downturns, due in large part to cutbacks in defense spending, manufacturing 
remains one of San Diego's largest economic sectors. In 1992, total manufacturing output was 
estimated at $15.2 billion, accounting for approximately 25% of San Diego County's Gross Regional 
Product, and more than double 1980's output.of $6.9 billion. During 1993, manufacturing employment 
fell by 7,800 jobs, with most of the losses occurring in the defense related aerospace and electronics 
sectors. Employment in the nondurable goods category, including apparel, food processing and 
chemicals recorded a much smaller decline, falling by 100 jobs in 1993. 

To facilitate the transition of San Diego's manufacturing base from defense to non-defense 
activities, the City applied for and received State and Federal funding to support a comprehensive 
economic conversion program. Components of the program include a High Technology Transfer 
Center, a Technology Business Incubator Program, a Worid Trade Center, and a Seed Capital Fund. 

Construction 

The construction sector, which fueled much of the City's economic expansion during the 
1980's, has slowed in the 1990's due to the continuing recession and a surplus of inventory, 
particulariy in the commercial area. Reflecting this downturn in activity, construction employment was 
down in 1993 for the fourth consecutive year, falling by 7.9% from 1992 levels. From the period 
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January to December 1993, construction employment trended upward, growing 8.8%, compared with 
a 5.3% decline during the same twelve month period in 1992. Supporting the possibility of a recovery 
in construction has been the upturn in permit valuations and single family authorizations during the last 
quarter of 1993. 

Lack of affordability has been a major obstacle to a resumption of building activity in San Diego; 
however, with home prices falling for three consecutive years, and prices nearing 1989 levels, 
affordability has improved considerably. Increased affordability combined with a nearly fixed supply 
of housing and continuing growth in population should provide the foundation for an eventual 
resumption in residential construction over the next several years. 

Transportation & Utilities 

The transportation and utilities sector stabilized in 1993 with a slight increase of 0.3% after 
falling by 5.7% in 1992. 

Retail and Wholesale Trade 

Accounting for approximately 23% of total nonagricultural wage and salary employment, the 
trade sector, consisting of retail and wholesale trade, is a major component of the San Diego economy. 
Retail trade employment was down in 1993 for the third consecutive year, falling by 2.3%, after a 
6.0% drop in 1992. Wholesale trade employment decreased by 2.6% in 1993, after recording a slight 
increase of 0.7% in 1992. 

Finance, Insurance and Real Estate 

Employment in the finance, insurance and real estate sector fell by 0.8% in 1993 following a 
5.3% drop in 1992. This stabilization trend may reflect a levelling off in the finance and real estate 
sectors, after several years of decline. 

Services 

The services sector, which accounted for 3 1 % of all nonagricultural wage and salary 
employment in 1993, grew by 1.0% in 1993 over the previous year. Business, services, amusement 
and engineering were the strongest sectors for employment growth. 

Government 

The government sector, which accounted for 19% of total 1993 nonagricultural wage and 
salary employment, fell by a modest 0.2% between 1992 and 1993. All of the decline was in the 
federal sector, as state and local government actually added workers. During 1993, federal 
employment fell by 2.4%, while the larger state and local employment grew by 0.5%. 

Military Employment 

The U.S. Department of Defense contributes about $10 billion annually to the local economy 
through wages paid to uniformed military and civilian personnel and through purchases of equipment 
and services from local businesses. The Presidential Base Closure Commission has recommended the 
closure of the Naval Training Center. The President has approved the Commission's recommendations 
for base closures throughout California; San Diego County could experience a net gain of between 
8,000 and 15,000 military and civilian jobs due to other base closures. 

To expedite plans for the transformation from military to civilian use of the military bases in 
California selected for closure by the Base Closure Commission, the Governor of California established 
a Base Reuse Task Force, with San Diego Mayor Susan Golding to serve as Chairperson. The purpose 
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of the Commission is to promote the rapid conversion of these Installations to civilian uses that 
maximize job creation and long term economic growth. Within the City of San Diego, emphasis will 
be on rapid conversion of the Naval Training Center, which would appear to offer substantial potential 
given its proximity to San Diego Bay, Downtown San Diego and major commercial/population centers. 

Table 5 
ACTIVE MILITARY PERSONNEL STATIONED IN SAN DIEGO COUNTY 

1988 - 1992 

1988 
1989 
1990 
1991 
1992 

Military ParsonnaF 

130,600 
133,700 
134,000 
139,700 
133,700 

Civilian Labor Emplovment 

1,078,400 
1,125,900 
1,121,600 
1,099,000 
1,109,900 

Total EiDDloviinent 

1,209,000 
1,259,000 
1,255,600 
1,238,000 
1,243,600 

Military Personnel as a 
Percent of Total 

Emplovment 

10.80% 
10.61 
10.68 
11.28 
10.75 

" ' Rounded to the nearest hundred. 
Source: City of San Diego Chamber of Commerce ; State of California Employment Development Department. 

Increased military presence in 1991 may be explained by the higher level of military activity due 
to the Persian Gulf War. Althoujgh personnel are temporarily relocated, counting takes place at the 
permanently assigned location. Reasslgnments to the San Diego area to cover for those shipped 
overseas could have brought about the increased count in the region. 

Tourism 

Tourism and international trade are sectors of the economy that cut across industry lines, and, 
as such, should be considered separately from the more specific industry classifications addressed in 
the preceding section. 

The visitor industry is San Diego's third largest in terms of income generation, behind 
manufacturing and the military. During 1993, an estimated 119,200 workers, or 13% of the total 
nonagricultural wage and salary employees, were employed in San Diego's visitor industry, down 
slightly from 1991 's figure of 120,800 and below 1990's high figure of 123,300. Although visitor 
related employment was down in 1992, total visitor spending continued to climb during the year, 
reaching $3.7 billion in 1992, up by 5.6% from the previous year. The following graph depicts total 
visitor spending In San Diego County since 1988. 
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T43tal V i s i t o r S p e n d i n g 
S a n I D i e g o C o u n t y 

1 9 8 8 - 1 9 9 2 

$ B i l l i o n s 
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3 . 3 

3 . 0 

2 . S 

2 . 0 
SS 8 9 9 0 

Source: San Diego ConveotioD & Visitors Bureau 

9 1 9 2 

Total visitor spending almost doubled (up 85%) between 1984 arid 1992. Contributing to this 
growth has been a sharp increase in convention activity. Spending by convention delegates totaled 
$547 million in 1992, as can be seen in the following table, up from $218 million in 1984. 

Table 6 
CONVENTION INDUSTRY 

1989-1992 

Calendar Year 

1989 
1990 
1991 
1992 

Estimated Spending 

$ 353,493,000 
432,961,351 
478,848,919 
547,019,000 

Number of Conventions Total Delegate Attendance 

1,769 
1,698 
1,548 
1,279 

672,897 
785,224 
792,382 
843,065 

Source: San Diego Convention and Visitors Bureau. 
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In both 1992 and 1993, San Diego International Airport at Lindbergh Field had a record number 
of airport arrivals, 5.9 million arrivals each year. This figure represents an annual increase of 4.9% over 
1991 airport arrivals. 

The City of San Diego is the focal point for tourism in the region. Major attractions located in 
the City include the worid-renowned San Diego Zoo which had nearly 3 million visitors in 1992, the 
San Diego Wild Animal Park with 1992 attendance of 1.5 million, and the Anheuser-Busch owned Sea 
World. While attendance figures for Sea Worid are no longer released, attendance was judged to be 
strong in 1992, with the opening of a major new exhibit Shark Encounter, which offers an innovative 
display of the worid's largest collection of captive sharks. Other attractions include the Cabrillo 
National Monument on Point Loma, with 1.4 million visitors in 1992, Balboa Park, home to the Zoo and 
a host of other cultural and recreational activities, downtown's historic Gaslamp Quarter, and the Old 
Town State Park. 

In addition to the many permanent attractions available to visitors, San Oiego has also been 
host to a number of major sporting events. Most recently, the City hosted the 1992 America's Cup, 
which generated an estimated $300 million in revenues. The City will host the next America's Cup 
challenge in the spring of 1995. The City has also hosted a Super Bowl (Super Bowl XXII, held in 
January, 1988) and has been selected to host Super Bowl XXXII, scheduled for January 1998. The 
1988 Super Bowl generated approximately $130 million in revenues. 
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Intemationai Trade 

San Diego has experienced substantial growth in international trade in recent years, despite 
sluggish performance in some other key sectors of the local economy. During 1992, the total dollar 
value of international trade passing through the San Diego customs district Increased by 16.5% to 
more than $10.1 billion, with exports of $5.6 billion and imports of $4.5 billion. Between 1983 and 
1992, the value of international trade grew at an annual rate of 19.0%, compared with an annual 
growth rate of 4.7% statewide. The following graph depicts total valuation of international trade for 
the San Diego region since 1986. 

V a l u a t i o i x o f I n t e r x i a t i o x i a l ' n r a c l e 
S a n IDiegEO C u s t o m s D i s t r i c t 

1 9 8 6 - 1 9 9 2 

S B i l l i o a s 
1 2 . 0 

l O . O 

8 . 0 

tf.O 

4 . 0 

2 . 0 

C O 
8 0 8 7 8 8 9 0 9 1 9 2 

Source: U.S. Dept. of Commerce 

While not all of the products exported through the San Diego customs district originate In San 
Diego, a substantial percentage can be attributed to local businesses. According to a Bureau of the 
Census survey, during 1991 approximately $3.5 billion in products produced in San Diego were 
exported to foreign markets. Manufactured products accounted for 96% of this total, with agricultural 
products and other commodities accounting for the remaining 4%. The major components of San 
Diego's manufacturing exports are electrical/electronic machinery, non-electrical machinery, scientific 
instruments, and transportation equipment. 

Mexico accounts for 36% of the San Diego produced exports, followed by Canada at 10.9% 
and Japan at 8.2%. The other significant trading partners are divided between Asia and western 
Europe. With its border location, a diversified manufacturing base, and one of the world's great natural 
harbors, San Diego is well positioned to take advantage of planned efforts to relax trade barriers with 
Mexico and the rapidly growing economies of Asia and Mexico. 
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Major Employers 

Industry in the San Diego area is diverse. Some of the leading industries include Education and 
Health Services, Aerospace, Financial Services, Food Services, Manufacturing and Entertainment. The 
following chart sets out major employers in the City as of August 1993. 

Table 7 
M A J O R EMPLOYERS 

A s o f A u g u s t 1 9 9 3 

Company 

10,000 or More Entphye^ : 
San Diego Unified School District 
Sharp Health Care 
University of California, San Diego 

5,000 - 9,999 Employees: 
General Dynamics 
Pacific Bell 
San Diego Community College District 
Scripps Institute of Medicine & Science 

3,000 - 4,999 Emptoyees: 
Cubic Corporation 
General Dynamics, The Carlyle Group 
Hughes Aircraft Co. 
Kaiser Medical Foundation 
National Steel & Shipbuilding Co. 
San Diego Gas & Electric 
San Diego State University 
Science Applications International Corp. 
Scripps Clinic & Research Foundation 
Sea World of California 
Solar Turbines, Inc. 
Price Co./Costco. 

Product/Service 

Education 
Health Service 
Higher Education 

Aerospace/Defense Electronics 
Utility 
Higher Education 
Health Services 

Electronics, Elevators 
Aerospace/Defense Electronics 
Aerospace 
Health Care 
Shipbuilding, Repair 
Utility 
Higher Education 
Research and Development 
Health Services 
Entertainment 
Gas Turbine Manufacturing 
Wholesale 

2,000 - 2,999 Employees: 
Atlas Hotels, Inc. 
Bank of America NT & SA 
Foodmaker, Inc. 
Lucky Stores 
Mercy Health Care San Diego ,. 
Nordstrom 
Scripps Memorial Hospital 
Sony Engineering and Manufacturing of America 
USAIR 
Wells Fargo Bank 

Hotel 
Banking 
Food Services 
Food Services 
Health Care 
Retail 
Health Care 
Electronics 
Airline 
Banking 

Source: City of San Diego Chamber of Commerce. 
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Effective Buying Income 

"Effective Buying Income" (EBI), also referred to as "disposable" or "after-tax" income, consists 
of personal income less personal tax and certain non-tax payments. Personal income includes wages 
and salaries, other labor-related income (such as employer contributions to private pension funds), and 
certain other income (e.g., proprietor's income; rental income; dividends and interest; pensions; and 
welfare assistance). Deducted from this total are personal taxes (federal, state and local), certain non­
tax payments (e.g., fines, fees and penalties), and personal contributions to a retirement program. 

Table 8 shows the per capita effective buying income for the City, the County, the State, and 
the United States between 1988 and 1992. 

Table 8 
PER CAPITA EFFECTIVE BUYING INCOME 

City of 
San Piego 

$14,670 
15,155 
15,997 
16,314 
17,005 

County of 
SanDiago-

$14,440 
15,391 
15,703 
15,919 
16,123 

State of 
California 

$14,310 
15,225 
15,625 
16,479 
16,992 

United States 

$12,740 
13,158 
13,444 
13,670 
14,015 

1988 
1989 
1990 
1991 
1992 

Source: Sales & Marketing Management Magazine "Survey of Buying Power". 

Building Permits 

Table 9 provides a summary of the building permit valuations, and the number of new dwelling 
units authorized in the City for the fiscal years 1989 through 1993, and the first six months of fiscal 
year 1994. 

Table 9 
BUILDING PERMIT VALUATIONS 

AND NUMBER OF DWELLING UNITS 
A7sca/ Years Ended June 30 

Valuation (In thousands!: 
Residential 
Nonresidential 
Total 
Number of New DwelOng Units: 
Single Family 
Multiple Family 
Total 

1982 

$1,104,638 
851.591 

$1,956,229 

3,739 
6.156 
9,|gi 

1990 

$1,092,547 
738,99£ 

$1,831,545 

3,072 
6,31.8 
9.390 

1991 

$ 516,072 
421,47£ 

$ 937.548 

1,413 
2.80.9 

_AM1 

1992 

$ 380,666 
340,00iJ 

$ 720.666 

1,018 
1.914 
2.932 

199.3 

$235,511 
360.921 

$ 586.432 

1,018 
1.881 

7/93-12/93 

178,217 
230.901 

$409,118 

824 
496 

1.310 

Source: City of San Diego Department of Building Inspection 
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Business Development Program 

The City recognizes the need to improve the local business climate and to aggressively support 
economic development and job creation activities. To achieve this, the City has established a 
comprehensive Business Development Program. A key element of this program is the Business 
Expansion and Retention Program which represents a new pro-active effort on the part of the City to 
work directly with businesses to improve the retention rate among local firms and to expand the level 
of investment and job growth. 

A primary focus of the City's overall business development effort is to streamline the current 
permitting process and, when feasible, to eliminate or reduce existing fees and permits. To facilitate 
this process within the City, an Economic Development Cabinet (EDC), composed of those City 
departments directly involved in the permitting process (Engineering and Development, Building 
Inspection, Planning, and Neighborhood Code Compliance) was established. The specific objective of 
the, EDC is to establish a "one-stop" permitting process that will reduce the development permit 
processing time by as much as one-half. 

A pilot fast track program.was initiated in November, 1991 focusing on the biomedical industry. 
The effort was subsequently expanded to include other businesses moving to the area and existing 
firms in the process of expanding. The first "from scratch" project testing the system involved Costco, 
a major warehouse retailer, which built a major outlet in the Kearny Mesa area. The "fast track" 
system was able to reduce the time necessary to complete the Costco permitting process by 50%. 

In May 1993, the City Council approved a moratorium on the adoption of new fees. The 
Council is also considering a wide range of changes to the current fee and permitting process, which, 
if enacted, will result in significant savings to local businesses in terms of both time and money. 

Commercial Activity 

In downtown San Diego, significant commercial development has occurred over the last several 
years as a result of the City's redevelopment efforts. Seaport Village, a 13-acre specialty retail 
development which opened in 1980, contains 99,000 square feet of specialty retail. The total current 
assessed valuation is $13 million. Planning and design are currently underway for an expansion of 
Seaport Village to include an additional 150,000 square feet of retail and related parking. Development 
value is estimated at $50 million. Horton Plaza, a major mixed use-retail, entertainment and parking 
complex, opened in August 1985. Four major department stores and approximately 150 specialty 
shops occupy the 900,000 square foot mixed-use center. The current assessed value is $126 million. 
The recently completed Paladion is a three-story, plus roof terrace, high-end retail complex containing 
approximately 105,000 square feet of retail and restaurant use. 

Several large office developments containing a total of approximately 1,750,000 square feet 
have been recently completed. The Emerald-Shapery Center, completed in April 1991, with current 
assessed valuation of $101 million contains a 375,000 square foot office building, a 475-room hotel 
with health club, retail space and restaurants. One America Plaza consists of a hotel, an office 
development, and an integrated major light-rail transit station for the trolley. The 660,000 square foot 
office tower with the station was corripleted in December 1991. Current assessed valuation is $112 
million. 

Approximately 2,900 housing units have been constructed including senior citizen housing, 
market rate condominiums, market rate rental units, luxury condominiums and low and moderate 
income housing. Construction is underway on 321 condominium units and plans for approximately 
1,400 additional residential units are in various stages of design and development. The Meridian, a 27-
story luxury residential tower containing 172 condominium units, completed in July 1985, currently 
has an assessed value of $103 million. 
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Hotel development consisting of approximately 3,200 hotel rooms has been completed, 
including the San Diego Marriott Hotel and Marina, Embassy Suites Hotel and the Pan Pacific Hotel of 
the Emerald-Shapery Center. The Hyatt Regency Hotel, containing approximately 875 rooms located 
southeast of Seaport Village, opened in December 1992, with an assessed valuation estimated to be 
$50.7 million. The San Diego Convention Center, with 254,000 square feet of prime exhibit space, 
costing approximately $160 million, was completed in November 1988. The Convention Center Board 
has commissioned two studies to assess the viability and funding options of expanding the current 
Center to 500,000 square feet of prime exhibit space. In addition, preliminary planning and site 
analysis has begun on a proposed downtown sports arena, of course, any new development is subject 
to general and local economic conditions as well as availability of funding sources. 

Research Facilities 

Among the more important local research facilities are the Scripps Clinic and Research 
Foundation, the Naval Electronics Laboratory Center, the Palomar Observatory and the Salk Biological 
Research Institute headed by Dr. Jonas Salk. 

San Diego was selected as the design integration site for the $1.2 billion Engineering Design 
Phase of the International Thermonuclear Experimental Reactor (ITER) project, an internationally funded 
program to demonstrate the scientific and technological feasibility of using magnetic fusion as a source 
of electrical power. The ITER facility is located in the Torrey Pines Scenic Park. The University of 
California at San Diego, through its subcontractor Science Applications, Inc., provides administrative 
oversight and on-site operational support. The project is expected to serve as a spawning ground to 
spinoff technologies and businesses, similar to the role played by the Scripps and Salk Institutes, two 
organizations that provided the catalyst for the City's biomedical industry. 

Growth Companies 

Many businesses in the City of San Diego offer new products in high technology areas ranging 
from computer graphics to genetic engineering. The following is a list of some of these companies: 

Company Profile/Comments 

Qualcomm, Inc. Industry leader in fiber optics technology. Recently 
moved headquarters to San Diego Design Center 
Building. 

Brooktree Corp. Computer graphics technology firm started 10 
years ago with 4 employees and currently supports 
an annual payroll of $24 million. 

Hitachi Home Electronics The firm relocated its new manufacturing division 
headquarters from Anaheim, California to San 
Diego's Otay Mesa industrial area. The Otay 
facility will provide warehousing, laboratory and 
other support services to its assembly plant in 
nearby Tijuana, Mexico. 

Science Applications, Inc. An international scientific research firm, 
headquartered in San Diego, with a local payroll of 
approximately 4,000 employees. Annual sales of 
$1.5 billion. 

Hybritech Inc. Manufacturer of invitro diagnostics. Local 
workforce of 1,000 employees. 
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The following companies constructed new facilities within the last year: 

Calbiochem Pharmaceutical manufacturer 

Telios Pharmaceutical manufacturer 

Idee Pharmaceutical manufacturer 

Scripps Cancer Research Center Cancer research firm 

Transportation 

San Diego has a well-developed and relatively uncongested highway system. Access in and 
out of the region is provided by five major freeways running north and south and three freeways 
running east and west. 

Public transportation through the City and metropolitan surrounding communities is provided 
by the San Diego/Metropolitan Transit Development Board ("MTDB"). The San Diego Trolley, Inc. 
operates a fleet of electric trolleys that provides transportation for commuters and tourists from 
downtown San Diego to San Ysidro (adjacent to Tijuana), and from downtown San Diego to Southeast 
San Diego and East County. In addition, the newest expansion of the trolley provides transportation 
service from downtown San Diego to the waterfront area, including the Convention Center. 
Construction has begun on an extension that will provide service from downtown to the historical Old 
Town section of the City. The Old Town extension, which will feature a 1871 vintage terminal located 
in the Old Town State Park, is scheduled for completion in January, 1996. Design work has been 
completed on the next extension, which will go from Old Town through the Mission Valley area, ending 
at San Diego Jack Murphy Stadium. Service is scheduled to begin on the Mission Valley extension in 
mid-1997. A further extension of the trolley is under construction in the East County, which will link 
the City of Santee with the City of El Cajon and, via the existing East County line, to downtown San 
Diego. 

Proposition A, voter approved in November 1987, authorized a one-half cent increase to the 
local sales tax to fund transportation improvements for the San Diego region. The City of San Diego 
expects to receive $123 million over the next seven fiscal years, 1994-2000, from this source. 

State Propositions 108/111/116, voter approved in June 1990, increased the State Gas Tax 
and authorized the sale of rail bonds. The revenues generated from these measures are to be used to 
implement a comprehensive statewide transportation funding program through the year 2000. 
Increased revenues to the City of San Diego resulting from Proposition 111 's increased gas tax 
subventions are estimated at $66.7 million over the ten year period, 1991-2000. Revenues from this 
source supplement the City's street maintenance program, and contribute to capital improvements. 

State Proposition 108, the Passenger Rail and Clean Air Act, also authorized the sale of general 
obligation rail transit bonds by the State of California. These rail bonds are to be used to fund up to 
50% of the non-Federal cost of eligible projects throughout the State. Eligible transit projects under 
this program include all of the trolley and commuter rail corridors, with a possibility of $100 to $150 
million available for trolley and commuter rail projects within the San Diego region. The designated 
recipients to develop rail infrastructure in the region are MTDB and North County Transit District 
(NCTD). 

A related State ballot measure. Proposition 116, the Clean Air and Transportation Improvement 
Act, generated revenue from the sale of $1.99 billion in general obligation rail bonds providing specific 
allocations to finance rail infrastructure, including intercity, commuter and light rail transit statewide. 
Similar to State Proposition 108, MTDB and NCTD would be the designated recipients for the San 
Diego region; $45 million is estimated to be spent in San Diego County. 
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Municipal Govemment and Financial Information 

Governmental Organization 

The City of San Diego is a chartered city and operates under the Council-Manager form of 
government. The City Council is comprised of eight members elected by district to serve overiapping 
four-year terms. The Mayor, who presides over the City Council, is elected at large to serve a four-year 
term. The City Council, which acts as the City's legislative and policy-making body, selects the City 
Manager, who is the City's chief administrator and is responsible for implementing the policies and 
programs adopted by the City Council. 

Accounting Practices 

The City's accounting policies conform to generally accepted accounting principles applicable 
to governmental units. The City's Governmental Funds and Expendable Trust and Agency Funds use 
the modified accrual basis of accounting. Under the modified accrual basis of accounting, revenues 
are recorded when both available and measurable. Certain fines and forfeitures, however, are recorded 
when received as they are not susceptible to accrual. Expenditures are recognized when the related 
liability is incurred except for (1) principal of and interest on general long-term debt which are 
recognized when due; and (2) employee annual leave and claims and judgments for litigation and self-
insurance which are recorded in the period due and payable. Proprietary Fund, Pension Trust and 
Nonexpendable Trust Funds use the accrual basis of accounting. Under the accrual basis of 
accounting, revenues are recognized when earned, and expenses are recorded when incurred. 

The City prepares financial statements annually in conformity with generally accepted 
accounting principles for governmental entities which are audited by an independent certified public 
accountant. The annual audit report is generally available about six months after the June 30 close 
of each fiscal year. The City's most recent general purpose financial statements for the fiscal year 
ended June 30, 1993 were audited by Calderon, Jaham & Osborn, CPAs. 

Budgetary Process 

The City's annual budget, which is published in November, is the culmination of the annual 
budget process which begins in the fall of the preceding year. Public input on service and program 
priorities is solicited. This input serves as part of the City Council's priority setting for the City 
Manager's development of the budget. 

Based upon City Council budget priorities, departments submit operating and capital 
improvement project requests to the City Manager for review by the Financial Management 
Department. The City Manager evaluates and prioritizes the program requirements, determines funding 
availability and develops a balanced budget as required by the City Charter. This proposed balanced 
budget is published and presented to the City Council during April. 

City Council review of the proposed budget is conducted during May and June. The first two 
meetings are dedicated to public comment, while the balance of the meetings are conducted as Council 
workshops focusing on policy issues. 

As required by the City Charter, the City Council adopts the Annual Budget and Appropriation 
Ordinance no eariier than the date of the first Council meeting in July and no later than the last meeting 
in July. The adoption of the Appropriation Ordinance requires two noticed public hearings which are 
usually held on consecutive days. The Annual Tax Rate Ordinance is adopted no later than the last 
Council meeting in August. 

The Financial Management Department works closely with the City Auditor and Comptroller to 
monitor fund balances. Variations from budget or plans are alleviated in a number of ways, including 
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expenditure reductions or deferrals. Short term issues are resolved with short term solutions. Because 
the recent persistent recessionary environment has lasted longer than usual, the City has begun to 
implement longer term solutions such as using the City's revenue raising flexibility and making 
permanent reductions to programs. 

Five Year Summary of Financial Results 

The following summary of financial statements combine the general fund and other general 
obligation bonds funds from the City's annual financial report. These totals are presented to aggregate 
financial data only and do not conform with generally accepted accounting practices. 

Table 10 
COMBINED BALANCE SHEET FOR THE GENERAL FUND 

AND OTHER GENERAL OBLIGATION BONDS FUND 
June 30, 1989 through 1993 

(in thousands) 

ASSETS: 
Cash in Treasury or in Pooled 
Cash Equivalents 
Cash with Fiscal Agent 
Accounts Receivable-Net 
Claims Receivable-Net 
Accrued Interest 
Receivables from Other Agencies-Net 
Taxes Receivable-Net 
Loan to Redevelopment Agency-Receivable 
From Other Funds-Receivable 
Advances to Other Funds 
Advances to Other Agencies 
Prepaid Reimbursable Items and Deposits 

Total Assets 

LIABILITIES: 
Obligations Under Reverse 
Repurchase Agreements 
Accrued Wages & Benefits 
Accounts Payable 
Deferred Revenue 
Matured Bonds and Interest Payable 
Contracts and Notes Payable 
Advances from Other Funds 

Total Liabilities 

FUND BALANCE: 
Reserves: 

For Encumbrances 
For Other Advances and Deposits 
For Debt Service 

Unreserved: 
Designated for Subsequent Years of Expenditure 
Undesignated 

Total Fund Equity 
Total Liabilities and Fund Balance 

1989 

$45,709 
837 

1,100 
393 

1,611 
70 

9,721 
239 

0 
24,917 

350 
272 

m.213. 

$15,791 
9,530 
2,713 
9,218 

837 
-
-

la&Qsa 

$ 9,692 
25,346 

197 

2,921 
8.974 

47.130 
$85.21S 

1990 

$ 57,826 
281 

4,495 
246 

2,492 
70 

10,037 
0 
0 

25,017 
350 
290 

$101.104 

$21,047 
11,030 
2,476 
9,652 

281 
-
-

$44,486 

$ 10,991 
25,447 

274 

4,683 
1 5 . 2 2 3 
56.618 

$101,104 

1991 

$38,677 
98 

5,402 
259 

2,666 
70 

11,835 
0 

134 
26,417 

350 
331 

$10,810 
12,947 

3,319 
11,396 

98 
-
-

$38,570 

$10,559 
26,847 

102 

4,453 
5.708 

47.669 

1992 

$22,359 
78 

7,393 
225 

1,934 
70 

18,856 
0 

43 
24,427 

350 
301 

$ 914 
15,710 
2,493 

19,674 
78 

-
-

$38,869 

$6,101 
24,777 

350 

3,422 
2.517 

37.167 
$76.03£ 

1993 

$21,450 
18 

16,076 
5 

2,277 
70 

15,433 
0 

35,534 
21,869 

350 
784 

$113,866 

$1,349 
16,794 
2,606 

18,821 
18 

35,500 
7 

$75,095 

$7,313 
22,219 

5 

3,211 
6.023 

38,771 
$113,866 

Source: City of San Diego, Comprehensive Annual Financial Report. 
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Table 11 
COMBINED STATEMENT OF REVENUES, EXPENDITURES A N D CHANGES IN FUND 

BALANCE FOR THE GENERAL FUND A N D OTHER GENERAL OBLIGATION BONDS FUND 
Years Ended June 3 0 , 1 9 8 9 th rough 1 9 9 3 

(in thousands) 

REVENUES:"' 
Property Taxes and Special Assessments 
Current Year Secured 
Other Prop. Taxes and Special Assessments 
Other Local Taxes 
Licenses and Permits 
Fines, Forfeitures and Penalties 
Revenues from Use of Money and Property 
Revenues from Other Agencies 
Charges for Current Services 
Other Revenue 
Total Revenues 

EXPENDITURES: 
General Government 
Public Safety 
Libraries 
Park, Recreation and Culture 
General Services 
Engineering and Development 
Debt Service 
Miscellaneous and Unallocated 

Total Expenditures 

EXCESS (DEFICIENCY) OF REVENUES 
OVER EXPENDITURES 

OTHER FINANCING SOURCES (USES) 
Transfers from Other Funds 
Transfers to Other Funds 

TOTAL OTHER FINANCING SOURCES (USES) 

EXCESS (DEFICIENCY) OF REVENUES AND OTHER 
FINANCING SOURCES OVER EXPENDITURES AND 
OTHER FINANCING USES 

FUND BALANCE AT JULY 1 
Residual Equity Transfers from Other Funds 

FUND BALANCE AT JUNE 30 

1989 1990 1991 1992 1523 

$89,081 
20,838 
124,936 
7,384 
12,167 
26,953 
40,750 
35,000 

1,759 
$358,868 

$59,108 
183,834 
12,250 
35,605 
48,582 
13,096 
2,772 

9.372 
$364,619 

(5.7511 

7,548 

(6.598) 

$ 950 

(4,801) 

51.931 
— 

$98,042 
22,173 
135,665 
8,677 
12,829 
29,796 
45,871 
39,760 
1.888 

$394,701 

$62,325 
197,822 
12,202 
36,861 
51,338 
14,972 
2,732 

11,473 
$389,225 

4.976 

9,229 
(4,717) 

$4,512 

9,488 

47,130 
— 

$113,059 
16,517 

130,941 
16,556 
17,595 
30,208 
43,263 
45,028 
2,354 

$415,521 

$71,387 
216,915 
13,848 
40,218 
55,416 
17,859 
2,696 

16,871 
$434,210 

(18.SS21 

17,694 

(7,964) 

$9,740 

(8,949) 

56,618 
— 

$115,399 
19,695 

135,215 
19,054 
13,993 
26,842 
41,387 
53,625 

2.548 
$427,758 

$72,510 
230,213 
15,278 
41,415 
57,825 
22,188 
2,060 

10,661 
$452,060 

(24.292) 

18,065 
(4,276) 

$13,790 

(10,502) 

47.669 
— 

$102,913 
19,077 

144,323 
19,909 
13,951 
23,994 
41,684 
52,628 
2,157 

S420.636 

$71,202 
231,348 
15,277 
40,248 
57,375 
22,664 
1,121 

2.768 
$442,003 

(21.3671 

35,395 

(12.924) 

$22,471 

1,104 

37,167 
500 

$47.130 $ 56.618 $ 47.669 $37.167 $38.771 

" ' Includes collections for homeowners and business inventory exemptions and prior year's property tax collections. 
Source: City of San Diego, Comprehensive Annual Financial Report. 
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Fiscal Year 1993 Budget 

The State's Fiscal Year 1993 Budget resulted in a reduction of $11.2 million in property tax 
revenue and $1.0 million in cigarette tax revenue for the City of San Diego. This was in addition to 
the $4.4 million loss in Fiscal Year 1992 of various revenues. 

In adopting its Fiscal Year 1993 Budget, the City Council set aside a reserve of approximately $4 
million, as a contingency, to offset unanticipated revenue losses. Throughout Fiscal Year 1993, the 
rate of growth for major revenue sources slowed. Fiscal Year 1993 revenue projections were based 
on an expected economic recovery in the first quarter of the calendar year. However, San Diego and 
California's recovery are lagging behind the rest of the nation. Instead of experiencing an economic 
recovery, growth in some of the larger revenue sources has been significantly less than projected. 
Revenue received from sources such as Property Tax, Motor Vehicle License Fees, and Interest 
Earnings trended below budgeted levels, while sales tax revenues trended consistent with budgeted 
levels. 

During Fiscal Year 1993, in order to minimize the impact of services to the public, a number of 
temporary expenditure reductions and expenditure deferrals were implemented. In anticipation that 
economic conditions would improve, some one-time revenues were also utilized to avoid budget 
reductions. 

The operating budget for fiscal year 1993 for the general fund is set out below. 

Table 12 
OPERATING BUDGET SUMMARY FOR FISCAL YEAR 1993 

GENERAL FUND 

REVENUE SOURCES: 
Property Taxes $134,251,559» 
Sales Tax 95,684,539 
Transient Occupancy Tax 21,600,000 
Property Transfer Tax 2,550,000 
Licenses and Permits 18,456,541 
Fines, Forfeitures and Penalties 15,249,016* 
Interest Earnings 8,570,800 
Franchises 21,865,746 
Other Rents and Concessions 22,744,550 
State Motor Vehicle License Fees 42,042,000* 
Other Revenues from Agencies 4,366,301 
Charges for Current Services 18,925,088 
Transfers from Other Funds 71,384,956 
Other Revenue and Balances 3.914.037 

Total General Fund Revenues $481.605.133 

EXPENDITURES: 
Public Safety $235,394,644 
Parks and Recreation 46,276,893 
Sanitation and Health 28,600,878 
Other Public Services 94,944,175 
Support Services 76.388.543 

Total General Fund Expenditures $481.605.133 

Revenue figures with an asterisk (*) have been impacted by State actions and reallocations. 
Source: City of San Diego, Annual Budget Fiscal Year 1993. 
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Fiscal Year 1994 Budget 

The Fiscal Year 1994 Budget was adopted by the City Council on July 27, 1993. It reflects a 
forecast of negligible growth in revenues due to the weak economic climate in San Diego and California 
and the impact of the State's budget on the City. 

The State faces its third consecutive year of significant gaps between projected revenues and 
expenditures ~ the product of, among other factors, a prolonged recession. The State issued 
$2.0 billion in revenue anticipation notes on June 23, 1993 in order to meet the State's cash flow 
requirements at the end of Fiscal Year 1992-93 and the beginning of Fiscal Year 1993-94. 

The Fiscal Year 1993-94 Budget Act signed by the Governor on June 30, 1993, projects that the 
State General Fund will end Fiscal Year 1992-93 with an accumulated budget deficit of about $2.7 
billion, and a negative fund balance of about $2.2 billion (the difference being due to certain reserves 
for encumbrances and school funding costs). 

The 1993-94 Budget Act transfers about $2.6 billion in local property tax revenues from local 
governments, including cities, counties, special districts and redevelopment agencies, to fund school 
and community college districts. Approximately $2.5 billion of this shift would be permanent. The 
Budget Act eliminates all non-State-funded mandates on local government except those relating to 
public safety. 

The impact of the State's budget on the City of San Diego in Fiscal Year 1993 was a reduction 
of $12.0 million in Property Tax revenue and $1.1 million in cigarette tax revenue. This was in addition 
to a $4.4 million impact in Fiscal Year 1992. The State's Fiscal Year 1994 budget was adopted on 
June 30, 1993, and again included a diversion of Property Tax revenue from the City to the School 
Districts. In addition, the State enacted legislation that reallocated Motor Vehicle License Fee revenue, 
and extended the half cent sales tax originally scheduled to end June 30, 1993, to December 3 1 , 
1993, increasing the City's Sales Tax revenue. The net impact of the State's actions is a reduction 
of $6.9 million to the City's General Fund revenues. 

The General Fund portion of the City's budget, which provides services such as police and fire 
protection, trash collection, library service, parks and recreational programs and other essential 
services, is $478.7 million, which is a 0.6% decrease from the Fiscal Year 1993 budget of $481.6 
million. As in Fiscal Year 1993, there are a few one time revenues included in the Fiscal Year 1994 
Budget which assists in delaying further budget reductions. 

However, the budget is reduced and the number of positions in the General Fund have been 
reduced by 133 to 6,844. Despite these reductions in personnel, the City's budget reflects priorities 
of public safety and service to the public, economic development, and building park and street 
maintenance. 

The following table sets out the operating budget for the General Fund for fiscal year 1994. 
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Table 13 
OPERATING BUDGET SUMMARY FOR FISCAL YEAR 1994 

GENERAL FUND 

REVENUE SOURCES: 

Property Tax $112,278,846* 
Sales Tax 94,781,844 
Transient Occupancy Tax 20,092,200 
Property Transfer Tax 2,200,000 
Licenses and Permits 23,010,440 
Fines, Forfeitures and Penalties 20,049,965* 
Interest Earnings 7,650,000 
Franchises 22,760,630 
Other Rents and Concessions 22,450,650 
State Motor Vehicle License Fees 44,100,000* 
Other Revenue from Agencies 2,110,040 
Charges for Current Services 20,794,795 
Transfers from Other Funds 83,081,314 
Other Revenue and Balance 3.324.820 

Total General Fund Revenues $478.685.544 

EXPENDITURES: 

Public Safety $240,156,249 
Parks and Recreation 44,870,457 
Sanitation and Health 31,190,319 
Other Public Services 89,332,490 
Support Services 73.136.029 
Total General Fund Expenditures $478.685.544 

Revenue figures with an asterisk (*) have been impacted by State actions and reallocations. 
Source: City of San Diego, Annual Budget Fiscal Year 1994. 

Property Taxes 

San Diego County assesses property and collects and distributes secured and unsecured property 
taxes to the cities, school districts and special districts within the county, including the City. Ad 
valorem taxes are subject to constitutional limits as discussed under the section "Limitations on Taxes 
and Appropriations." 

Taxes are levied for each fiscal year on taxable real and personal property which is situated in the 
City as of the preceding March 1. For assessment and collection purposes, property is classified either 
as "secured" or "unsecured" and is listed accordingly on separate parts of the assessment roll. The 
"secured roll" is that part of the assessment roll containing the taxes on which there is a lien on real 
property sufficient, in the opinion of the County Assessor, to secure payment of the taxes. Other 
property is assessed on the "unsecured roll." 

Property taxes on the secured roll are due in two installments, on November 1 and February 1 of 
the fiscal year. If unpaid, such taxes become delinquent on December 10 and April 10, respectively, 
and a 10% penalty attaches to any delinquent payment. In addition, property on the secured roll with 
respect to which taxes are delinquent is sold to the State on or about June 30 of the fiscal year. Such 
property may thereafter be redeemed by payment of the delinquent taxes and the delinquent penalty, 
plus a redemption penalty of 1.5% per month to the time of redemption. If taxes are unpaid for a 
period of five years or more, the property is deeded to the State and then is subject to sale by the 
County Tax Collector. 
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Property taxes on the unsecured roll are due as of the March 1 lien date and become delinquent, 
if unpaid, on August 31 of the fiscal year. A 10% penalty attaches to delinquent taxes on property 
on the unsecured roll, and an additional penalty of 1.5% per month begins to accrue beginning 
November 1 of the fiscal year. The taxing authority has four ways of collecting unsecured personal 
property taxes: (a) a civil action against the taxpayer; (b) filing a certificate in the office of the County 
Clerk specifying certain facts in order to obtain a judgment lien on certain property of the taxpayer; (c) 
filing a certificate of delinquency for record in the County Recorder's office, in order to obtain a lien 
on certain property of the taxpayer; and (d) seizure and sale of personal property, improvements or 

'possessory interest belonging or assessed to the assessee. 

A supplemental assessment occurs upon a change of ownership of existing property and for new 
construction upon completion. A supplemental tax bill is issued for the difference in property value 
resulting from the increase in assessed value which is prorated for the remainder of the year. 

Effective July 1, 1988, Assembly Bill 454, Chapter 921 , eliminated the reporting of the unitary 
valuations pertaining to public utilities such as San Diego Gas and Electric and Pacific Telephone. In 
lieu of the property tax on these previously included assessed valuations, the City will receive from the 
State (through the County) an amount of unitary revenue based upon the unitary property tax received 
in the prior year. 

Fiscal Year 
Ending June 3Q 

1984 
1985 
1986 
1987 
1988 
1989 
1990 
1991 
1992 
1993 
1994 

Secured 
Property 

$26,105,549 
29,159,036 
32,934,625 
37,330,349 
41,256,462 
43,175,133 
48,203,351 
53,756,806 
57,563,431 
59,787,900 
60,586,129 

Table 14 
ASSESSED VALUATION 

Unsecured 
Proceoy 

$1,424,427 
1,706,487 
1,893,513 
2,012,161 
2,510,496 
2,923,626 
3,345,666 
3,885,132 
3,946,532 
4,059,854 
4,218,892 

1984- 1994 
(in thousands)̂ ^^^^^ 

Gross Total 

$27,529,976 
30,865,523 
34,828,138 
39,342,510 
43,766,958 
46,098,759 
51,549,017 
57,641,938 
61,509,963 
63,847,754 
64,805,021 

' " Assessed valuations are based on 100% of full market value. 
"> Includes both locally assessed and State assessed utility property. 
' " Excludes homeowners' and business inventory exemptions. 
'*' Net assessed valuation for tax rate purposes. 
'°' As mentioned above, effective July 1, 1988, 

valuation pertaining to public 

Less 
Exemptions"' 

$742,762 
831,580 

1,020,750 
1,028,573 
1,197,058 
1,257,738 
1,492,849 
1,676,063 
1,792,948 
2,099,768 
2,360,741 

Net Assessed 
ValualifljQs'*' 

$26,787,214 
30,033,943 
33,807,388 
38,313,937 
42,569,900 
44,841,021'« 
50,056,168 
55,965,875 
59,717,015 
61,747,986 
62,444,280 

Annual Assessed 
Change 

8.43% 
12.12 
12.56 
13.33 
11.11 

5.34"=' 
11.63 
11.81 

6.70 
3.40 
1.13 

Includes both locally assessed and State assessed utility property. 
Assembly Bill 454, Chapter 921, eliminated the reporting of the unitary 

jtilities, making these percentages not comparable in 
growth in net assessed valuations would have been approximately 1 1 % . 

1988-89. Without such change. 

Source: City of San Diego Comprehensive Annual Financial Report for the year ended June 30, 1993, "Statistical 
Section" (unaudited), pages 148 and 149. County Assessor's Office, 1993 and 1994. 
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There are a number of factors that have affected Fiscal Year 1993 property tax revenues. On 
September 2, 1992, the State of California adopted its Fiscal Year 1993 budget, which included a 
permanent 9% property tax shift from local governments to schools. This action reduced the City's 
Fiscal Year 1993 property tax revenues by $11.2 million. On July 1, 1993, the State of California 
adopted its Fiscal Year 1994 budget and again reallocated $12.4 million in property tax revenues to 
schools. 

The County of San Diego defended 2,800 assessment appeal cases in Fiscal Year 1992 and an 
estimated 12,000 assessment appeal cases are projected in Fiscal Year 1993 and Fiscal Year 1994. 
The City's portion of the liability associated with the 12,000 appeal cases is estimated to be $3 million, 
in which the City has fully reserved this amount from Fiscal Year 1993 revenues. 

The vast majority of these cases will be reviewed, and if necessary, reduced under the auspices 
of Proposition 8. Proposition 8 allows for a temporary reduction in property tax assessments, if the 
market value falls below the assessed value. This is a temporary reduction in value which is then 
reviewed annually, and can be increased to the original assessed value (plus 2% CPI increase as 
required by Proposition 8) as market conditions improve. Most properties in San Diego County have 
assessed values well below their current market values. Normally, only recently purchased properties 
that have subsequently declined in value are likely candidates for this temporary reduction. 

Tax Collections 

Table 15 summarizes the City's secured tax collections over the past ten years. 

Fiscal Year 
Ending 

June 30 

1984 
1985 
1986 
1987 
1988 

1989 
1990 
1991 
1992 
1993 

Table 15 
SECURED TAX LEVIES AND COLLECTIONS 

Tax Levy 

$55,647 
62,204 
70,088 
79,236 
92,545 
102,539 

115,361 
125,823 
127,143 
120,574 

1984- 1993 
(in thousands) 

Current Year 
Collections 

$52,272 
58,952 
66,448 
74,838 
87,032 
97,895 
109,990 
116,952 
121,308 
114,821 

Current Year 
Collections as 
Percentage of 

Current Tax Levy 

93.94% 
94.77 

94.81 
94.45 
94.04 

95.47 
95.34 
92.95 
95.41 
95.23 

Total Tax 
Collections 

$55,009 
62,192 
69,421 

78,110 
91,268 
101,852 
113,377 

120,510 
125,153 
119,867 

Total Collections 
as Percentage of 

Tax Levy 

98.85% 
99.98 
99.05 
98.58 
98.62 
99.33 
98.28 
95.78 
98.43 
99.41 

Source: City of San Diego Comprehensive Annual Financial Report for the year ended June 30, 1993, "Statistical Section" 
(unaudited), page 153. City Auditor and Comptroller, 1993. 
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Table 16 indicates the ten largest property taxpayers in the City. 

Taxpayers 

General Dynamics 
Pardee Construction 
Equitable Life Assurance 
Pacific Landmark Hotel 
Sea World 
Fashion Valley Venture 
Plaza at La Jolla Village 
San Diego Tower 
H.G. Fenton Materials 
Knightsbridge 

Table 16 
PRINCIPAL TAXPAYERS IN CITY OF SAN DIEGO 

-

Type of Business 

Aerospace 
Developer 
Investment 
Hotel 
Entertainment 
Shopping Center 
Shopping Center 
Hotel/Office/Retail 
Retail 
Hotel/Office/Retail 

June 30, 1993 
(In thousands) 

Assessed Valuation 

$ 455,335 
207,967 
200,000 
173,372 
171,877 
126,135 
130,135 
128,810 
54,210 
112.893 

Percentage of 
Net Assessed 

Valuation"^ 

0.74% 
0.34 
0.33 
0.28 
0.28 
0.21 
0.21 
0.21 
0.09 
0.18 

$1,760,734 2.87% 

Approximate 
la^LEaid 

$ 5,087 
2,812 
2,257 
1,946 
1,930 
1,417 
1,365 
1,353 
1,347 

1,210 

Note: 

Source: 

Total Net Assessed Valuation of $61,208,407,000. 
This table excludes public utilities, including San Diego Gas & Electric Company, Pacific Bell and American 
Telephone and Telegraph (AT&T), because valuations within the City of San Diego cannot be readily determined. 

County of San Diego Assessor's Office. 

Limitations on Taxes and Appropriations 

Article XIIIA of the California Constitution 

Section 1 (a) of Article XIIIA of the California constitution limits the maximum ad valorem tax 
on real property to 1 % of full cash value (as defined in Section 2 of Article XIIIA), to be collected by 
each county and apportioned among the county and other public agencies and funds according to law. 
Section 1 (b) of Article XIIIA provides that the 1 % limitation does not apply to ad valorem taxes to pay 
interest or redemption charges on (a) indebtedness approved by the voters prior to July 1, 1978 or (b) 
any bonded indebtedness for the acquisition or improvement of real property approved on or after July 
1, 1978, by two-thirds of the votes cast by the voters voting on the proposition. Section 2 of Article 
XIIIA defines "full cash value" to mean "the County Assessor's valuation of real property as shown on 
the 1975/76 tax bill under 'full cash value' or, thereafter, the appraised value of real property when 
purchased, newly constructed or a change in ownership has occurred after the 1975 assessment." 
The full cash value may be adjusted annually to reflect inflation at a rate not to exceed 2% per year 
or to reflect a reduction in the consumer price index or comparable data for the area under the taxing 
jurisdiction, or reduced in the event of declining property values caused by substantial damage, 
destruction or other factors. Legislation enacted by the State Legislature to implement Article XIIIA 
provides that notwithstanding any other law, local agencies may not levy any ad valorem property tax 
except to pay debt service on indebtedness approved by the voters as described above. 

In the June 1990 election, the voters of the State approved amendments to Article XIIIA 
permitting, the State Legislature to extend the replacement dwelling provisions applicable to persons 
over 55 to severely disabled homeowners for a replacement dwelling purchase or newly constructed 
on or after June 5, 1990, and to exclude from the definition of "new construction" triggering 
reassessment improvements to certain dwellings for the purpose of making the dwelling more 
accessible to severely disable persons. In the November 1990 election, the voters of the State 
approved an amendment of Article XIIIA to permit the State Legislature to exclude from the definition 
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of "new construction" seismic retrofitting improvements or improvements utilizing earthquake hazard 
mitigation technologies constructed or installed in existing buildings after November 6, 1990. 

Court Challenges to Article XIIIA 

In early 1989, the United States Supreme Court struck down as a violation of equal protection 
certain property tax assessment practices in West Virginia which has resulted in vastly different 
assessments of similar properties. Since Article XIIIA provides that property may only be reassessed 
up to 2% per year, except upon change of ownership or new construction, recent purchasers may pay 
substantially higher property taxes than long-time owners of comparable property in a community. The 
Supreme Court in the West Virginia case expressly declined to comment in any way on the 
constitutionality of Article XIIIA. Based on this decision, however, property owners in California 
brought three suits challenging the acquisition value assessment provisions of Article XIIIA. Two cases 
involved residential property, and one case involved commercial property. In all three cases. State trial 
and appellate courts upheld the constitutionality of Article XIIIA's assessment rules and concluded that 
the West Virginia case did not apply to California's laws. On June 3, 1991 the United States Supreme 
Court agreed to hear the appeal in the challenge relating to commercial property, but the plaintiff 
subsequently decided to drop the case. 

On June 18, 1992, the United States Supreme Court upheld the decision in Nordlinger v. Hahn, 
225 Cal.App:3d 1259, one of the cases involving residential property decided by the State Court of 
Appeals. The 8 to 1 majority held that the Article XIIIA assessment method serves a rational state 
interest by providing certainty regarding property taxes to homeowners and therefore does not violate 
provisions of the Equal Protection Clause codified in the 14th Amendment of the U.S. Constitution. 

The City cannot predict whether future challenges to the State's present system of property 
tax assessment will be made, when the ultimate resolution of any challenge will occur or the ultimate 
effect any decision holding the State's present system of property tax assessment unconstitutional 
would have on the City's revenues. One possible outcome of a decision to invalidate Article XIIIA 
would be a decrease in the amount of property tax revenues paid to the City. Such a decrease could 
have a negative impact on the City's ability to pay Base Rental Payments when due. 

Article XIIIB of the California Constitution 

Article XIIIB of the California Constitution limits the annual appropriations of the State and of 
any city, county, school district, authority or other political subdivision of the State to the level of 
appropriations for the prior fiscal year, as adjusted for changes in the cost of living, population and 
services for which the fiscal responsibility is shifted to or from the governmental entity. The "base 
year" for establishing this appropriations limit is the 1978-79 fiscal year and the limit is adjusted 
annually to reflect changes in population, consumer prices and certain increases or decreases in the 
cost of services provided by these public agencies. 

Appropriations of an entity of local government subject to Article XIIIB generally include any 
authorizations to expend during a fiscal year the proceeds of taxes levied by or for the entity, exclusive 
of certain State subventions, refunds of taxes and benefit payments from retirement, unemployment 
insurance and disability insurance funds. "Proceeds of taxes" include, but are not limited to, all tax 
revenues, most State subventions and the proceeds to the local government entity from (a) regulatory 
licenses, user charges, and user fees (to the extent that such proceeds exceed the cost reasonably 
borne by such entity) and (b) the investment of tax revenues. Article XIIIB provides that if a 
governmental entity's revenues in any year exceed the amounts permitted to be spent, the excess must 
be returned by revising tax rates or fee schedules over the subsequent two years. 

Article XIIIB does not limit the appropriation of money to pay debt service on indebtedness 
existing or authorized as of January 1, 1979, or for bonded indebtedness approved thereafter by a vote 
of the electors of the issuing entity at an election held for that purpose. 
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In the June 1990 election, the voters of the State approved Proposition 111, which amended 
the method of calculating State and local appropriations limits. Proposition 111 made several changes 
to Article XIIIB, three of which are reflected in the City's annual computation of its appropriation limit. 
First, the term "change in the cost of living" was redefined as the change in the California per capita 
personal income ("CPCPI") from the preceding year. Previously the lower of the CPCPI or the United 
States Consumer Price Index was used. Second, the appropriations limit for the fiscal year was 
recomputed by adjusting the 1986-1987 limit by the CPCPI for the three subsequent years. Third, 
Proposition 111 excluded appropriation for "all qualified capital outlay projects, as defined by the 
Legislature" from the definition of "appropriations subject to limitation." 

Article XIIIB allows voters to approve a temporary waiver of a government's Article Xlil limit. 
Such a waiver is often referred to as a "Gann limit waiver." The length of any such waiver is limited 
to four years. In the November 1987 election, San Diego voters approved a four year increase in the 
City's Article XIIIB limit (for fiscal years 1988 through 1991). In June 1990, San Diego voters 
approved another four year increase in the City's Article XIIIB limit (for fiscal years 1992 through 
1995). The Gann limit waiver does not provide any additional revenues to the City or allow the City 
to finance additional services. At the time of preparing the Fiscal Year 1993-94 Budget, the City 
calculated its appropriations limit at $659,301,246. The 1992-93 Fiscal Year Budget adopted by the 
City included appropriations of $344,316,951 which were subject to the limit. The impact of the 
appropriations limit on the City's financial needs in the future is unknown. 

Both Article XIIIA and XIIIB were adopted as measures that qualified for the ballot pursuant to 
California's constitutional initiative process. From time to time other initiative measures could be 
adopted, affecting the ability of the City to increase revenues and to increase appropriations. 

Statutory Spending Limitations 

A Statutory initiative ("Proposition 62") was adopted by the voters of the State at the 
November 4, 1986 General Election which (a) requires that any tax for general governmental purposes 
imposed by local governmental entities be approved by resolution or ordinance adopted by two-thirds 
vote of the governmental agency's legislative body and by a majority of the electorate of the 
governmental entity, (b) requires that any special tax (defined as taxes levied for other than general 
governmental purposes) imposed by a local governmental entity be approved by a two-thirds vote of 
the voters within the jurisdiction, (c) restricts the use of revenues from a special tax to the purposes 
or for the service for which the special tax is imposed, (d) prohibits the imposition of ad valorem taxes 
on real property by local governmental entities except as permitted by Article XIIIA, (e) prohibits the 
imposition of transaction taxes and sales taxes of the sale of real property by local governmental 
entities and (f) requires that any tax imposed by a local governmental entity on or after March 1, 1985 
be ratified by a majority vote of the electorate within two years of the adoption of the initiative or be 
terminated by November 15, 1988. Several recent decisions of State Courts of Appeal have held that 
all or portions of the provisions of Proposition 62 are unconstitutional and it is questionable whether 
Proposition 62 applies to chartered cities in any event. 

The City cannot predict the outcome of the litigation concerning the validity of Proposition 62. 
If ultimately found valid and applicable to chartered cities, however. Proposition 62 could affect the 
ability of the City to continue the imposition of, or retain, certain taxes, such as sales and transient 
occupancy taxes, and further restrict the City's ability to raise revenue. 

Labor Relations 

Most City employees are represented by one of four labor organizations: The American 
Federation of State and County Municipal Employees (Local 127), which represents approximately 
2,200 employees; The Municipal Employees Association ("MEA") and Unrepresented Employees, which 
total approximately 4,100 employees; The Police Officers Association ("POA"), which represents 
approximately 1,800 employees; and the International Association of Firefighters (Local 145), which 
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represents approximately 900 employees. All four labor organizations have one year agreements that 
expire June 30, 1994. MEA and Local 127 are to receive a 1 % salary increase on June 4, 1994, while 
POA will receive a 2% increase effective January 2, 1994 and Local 145 will receive a 1 % salary 
increase effective June 4, 1994. Approximately 450 employees are unclassified and are not repre­
sented by bargaining units. These employees will receive a 1 % salary increase effective June 4, 1994. 

Pension Plan 

All City full-time employees participate with the full-time employees of the San Diego Unified 
Port District in the City Employees' Retirement System ("CERS"). CERS is a multiple-employer public 
employee retirement system that acts as a common investment and administrative agent for the City 
and the District. Through various benefit plans, CERS provides retirement benefits to all general and 
safety (police and fire) members. 

The CERS plans are structured as defined benefit plans in which benefits are based on salary, 
length of service and age. City employees are required to contribute a percentage of their annual salary 
to CERS. State legislation requires the City to contribute to CERS at rates determined by actuarial 
valuations. 

As of the City's last annual valuation dated March 13, 1993, the funding ratio of the CERS 
fund was 95.2%, up from the previous year's 94.6%. 

Insurance. Claims and Litigation 

The City is self-insured for its public liability claims exposure and its workers' compensation, 
long-term disability and employee group health coverage. Worker's compensation, long-term disability, 
and employee group health coverage are accounted for in the Self Insurance Fund, which is one of the 
Internal Service Funds. For workers' compensation, disability and health coverage, each participating 
fund contributes an amount equal to an actuarially determined rate multiplied by the gross salaries 
payable from that fund. The City also maintains within the Self Insurance Fund a reserve for public 
liability claims. The City maintains commercial property insurance on all City owned buildings of an 
insurable nature. The City currently carries property and extended loss insurance coverage of 
$200 million per occurrence on all City buildings, with earthquake insurance on all bond-funded 
buildings. Depending on availability and affordability of such earthquake insurance, the City may elect 
not to purchase such coverage in the future. The City is not required to maintain earthquake insurance 
with respect to the Facilities. 

The City of San Diego is a public agency which is subject to liability for the negligent acts or 
omissions of its officers and employees acting within the scope of their duty. The City has a self-
insured liability of $3 million. For liability between $3 to $22 million the City purchases insurance in 
layers, for its public liability exposure. This exposure is governed per California Government Code 
Section 900, et seq. The City has incurred annual claims payments as follows: 

Fiscal Yaar AmoUOt 

1992 $8,536,931 
1993 7,302,613 

1994 (Budget) 5,700,000 

In addition, the City has a self-insurance reserve of $3.7 million as of June 30, 1993. 

The City has no pending litigation nor is it aware of any threatened litigation challenging its 
political existence or contesting its ability enter into financial arrangements such as the Lease 
Agreement or to levy and collect ad valorem taxes. 

A - 2 7 



Bonded and Other Indebtedness 

City Debt Structure 

The City has never failed to pay principal of or interest on any debt or lease obligation when 
due. In addition, the City has issued bonds or entered into installment purchase contracts secured by 
and payable out of loans and installment sale contracts, in order to provide conduit financing for single 
and multi-family housing, industrial development, and 501(c)(3) non-profit corporations. These bonds 
and certificates of participation are not secured by City general funds or revenues. 

Long-Term Obligations 

As of June 30, 1993, the City had $26,040,000 aggregate principal amount of long-term 
general obligation bonded Indebtedness outstanding. The City has never defaulted on bonded 
indebtedness for which it was the real obligor or on lease payment obligations incurred. The City has 
recently hired a financial advisor to review the City's outstanding debt and to provide a comprehensive 
refinancing feasibility study. The following table is a schedule, by years, of payments required by the 
City and its oversight entities with respect to future obligations, as of June 30, 1993. 

(In thousands) 

Fiscal Year 
Ending 

^UDSL^ 
1994 

1995 
1996 
1997 
1998 

1999-2003 
2004-2008 

Thereafter 
Sub-Total 

Less amounts 
representing interest 

Total 

Table 17 
FUTURE OBLIGATIONS 

General Special 
Obligation Assessment 

Tax 
Allocation 

Bonds Bonds fiomls 
$23,499 $12,811 

22,858 12,879 
22,884 12,895 
23,110 12,849 
22,477 12,836 
114,312 61,185 
84,019 59,493 

26.933 75.690 
$340,092 $260,638 

$5,395 
5,391 

5,385 
5,385 
5,377 

24,467 
23,438 

4.675 
$79,513 

(laa.?.-??! (131.781) (28.558) 

S206.355 $128,857 IS0.95I 

Source: City of San Diego Comprehensive Annual Financial Report for year 

Contracts 
, Eayatilfi 

$3,368 
2,518 
368 
368 

326 
1,024 
64 
64 

$8,100 

(1.387) 

$6.712 

Notes 
Eayatilfi 

$1,087 
1,089 
5,817 

3,655 
658 
3,337 
3,465 

58.206 
$77,314 

(4.135) 

Capital 
Lease 

$ 3> 

$73.179 $ 37 

ending June 30. 1993, page 18-26. 
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Prior-Years' Defeasance of Debt 

In prior years, the City, the Redevelopment Agency of the City of San Diego and the Open 
Space Park Facilities District No. 1 defeased certain general obligation and other bonds by placing the 
proceeds of new bonds in an irrevocable trust to provide for all future debt service payments on the 
old bonds. Accordingly, the trust account assets and the liability for the defeased bonds are not 
included in the City's financial statements. At June 30, 1993, $114,645,000 of such defeased bonds 
are still outstanding. 

Short-Term Borrowings 

The City has issued tax anticipation notes since fiscal year 1967-68 (except for fiscal year 
1978-79) to cure periodic General Fund cash flow deficits. As a result of a tax law change that 
allowed funding of a working capital advance, the amount issued in fiscal years 1993 and 1994 
increased substantially over prior years. The following table presents the past 10 year history of the 
City's temporary borrowings: 

Table 18 
TEMPORARY BORROWINGS 

1985 - 1994 
(in thousands) 

Fiscal Year Ending June 30 Amouot 

1985 $30,000 
1986 36,000 
1987 50,000 
1988 5,000 
1989 28,000 
1990 40,000 
1991 49,000 
1992 57,000 
1993 102,000 
1994 100,500 

Source: City of San Diego. 
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The City has entered into various lease arrangements under which the City must make annual 
payments to occupy public buildings or use equipment necessary for City operations. Securities have 
been issued which certificate these lease arrangements. 

The following table is a schedule by years of future minimum rentalpayments required under 
operating leases entered into by the City that have initial or remaining noncancelable lease terms In 
excess of one year, as of June 30, 1993: 

Table 19 
FUTURE MINIMUM RENTAL PAYMENTS 

(In thousands) 

Fiscal Year Ending June 30 

1994 
1995 
1996 
1997 
1998 

Thereafter 
Total minimum payments 

Amount 

$8,269 
7,812 
7,197 
6,758 
6,560 

$33,011 
$69.607 

Note: Rent expense as related to operating leases was approximately $8,778,000 for the year ended June 30, 1993. 

Source: City of San Diego, Comprehensive Annual Financial Report for year ending June 30, 1993, page 18-30. 

Overiapping Debt and Debt Ratios 

The City contains numerous school districts and special purpose districts, such as for water and 
sanitation, many of which have issued general obligation bonds. A statement of overiapping debt is 
presented below. Some of the issues may be payable from self-supporting enterprises or revenue 
sources other than property taxation. Revenue bonds, tax allocation bonds, and special assessment 
bonds are not included in the tabulation; lease revenue obligations payable from the City General Fund 
or equivalent sources are included. 
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Table 20 
STATEMENT OF DIRECT AND OVERLAPPING BONDED DEBT 

JUNE 30, 1993 
(in thousands) 

Jurisdiction 
Debt Outstanding 
June 30. 1993 

Percentage 
Applicable 
to City of 
San Dieoo 

Amount 
Applicable 
to City of 
San Dieao 

City of San Diego $26,040 100.000% $26,040" ' 
City of San Diego Certificates of Participation 46,735 100.000 46,735 
Cityof SanDiego 1915 Act Bonds 128,857 100.000 128,857 
City of San Diego Redevelopment Agency 50,995 100.000 50,995 
City of San Diego Stadium and Planetarium Authorities 18,855 100.000 18,855 
City of San Diego Light Rail Transit Authority 28,460 100.000 28,460 
Metropolitan Water District 664,205 7.831 52,014 
Northern San Diego Hospital District 1,970 33.078 652 
Poway Unified School District 11,845 77.604 9,192 
San Diego Community College District 17,760 99.895 17,741 
San Diego County Building Authorities 82,795 45.412 37,599 
San Diego County General Fund Obligations 339,248 47.543 161,289 
San Diego County Water Authority 453,753 49.335 223,859 
San Diego Open Space Park Facilities District # 1 . 66,885 100.000 66,885 
San Diego Unified Port District 2,160 87.278 1,885 
San Diego Unified School District 232,580 99;895 232,336 
Other School and Community College Districts 28,206 various 279 
Other Special Districts . . . 8,677 various 461 
TOTAL GROSS DIRECT AND OVERLAPPING BONDED DEBT $1,104,134™ 
£fiS£.-
Bonds Paid by Water Revenue: 

Helix, Otay Mesa and Pomerado Water Districts 461 
Metropolitan Water District 52,014 
San Diego County Water Authority 223,859 

City of San Diego Stadium and Planetarium Authorities (100% self-supporting) . . . . 18,855 
San Diego Open Space Park Facilities District t̂̂  66,885 
San Diego Unified Port District (100% self-supporting) . 1.885 
TOTAL GROSS DIRECT AND OVERLAPPING BONDED DEBT 363.959 
NET DIRECT AND OVERLAPPING BONDED DEBT S 740.175 
1992-1993 Assessed Valuation 1100% Of Full Value): 

$64,662,936 (including the redevelopment tax allocation increment of $2,218,656) 
Ratios to Assessed Valuation 

City of San Diego Gross Direct Debt ($142,625) 
City of San Diego Net Direct Debt ($123,770). . 
City of San Diego and Open Space District Gross Direct Debt ($209,510) 
City of San Diego and Open Space District Net Direct Debt ($123,770) . 
TOTAL GROSS DEBT 
TOTAL NET DEBT 

0.22% 
0.19% 
0.32% 
0.19% 
1.71% 
1.14% 

" ' Excludes $12,797,000 Revenue bonds. 
'^' Excludes revenue and tax allocation bonds. 
Source: City of San Diego, Comprehensive Annual Financial Report for year ending June 30, 1993 "Statistical Section " 
(Unaudited), page 154. 
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INDENTURE DEFINITIONS 

Additional Bonds 

The term "Additional Bonds" means all lease revenue bonds of tfae Autfaority authorized by 
and at any time Outstanding pursuant hereto and executed, issued and delivered in accordance witfa die 
hidenture. 

Amended ^Leaseiy 

Tfae term "Amended Leases" means 1986 Lease and the 1989 Lease. 

Amended Ttust Agreements 

The term "Amaided Tiust Agieements" means tfae 1986 Trust Agreement and tfae 1989 Trust 
Agreemmt. 

Base Rental Payments 

Tfae term "Base Rental Paym^its" means, collectively, tfae New Lease Payments (as defined 
under tfae 1986 Lease) and the New Lease Payments (as defined under the 1989 Lease). 

Bonds 
The term "Bonds" means the 1994 Bonds and all Additional Bonds. 

Business Dav 

The term "Business Day* means a day of the year which is not a Saturday or Sunday, or a day 
on which banking institutions located in California are required or audioiized to remain closed, or on which the 
New York Stock Exchange is closed. 

Certificate of tfae Autfaority 

The term "Certificate of the Authority" means an instrument in writing signed by tfae 
Piesidait, tfae Vice President, tfae Secretaiy or any Assistant Secretaiy of tfae Autfaority, or by any other officer 
of the Authority duly authorized by die Audiority for that puipose. 

Closing Date 

The term "Closing Date' means April 12, 1994. 

Code 

The term "Code" means the latemal Revenue Code of 1986, as amended. 
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Corporate Tmst OfSce of the Tnistee 

The term 'Corporate Trust Office of the Tnistee' means tfae principal coiporate trust office of 
the Trustee in Los Angeles, California or such otfaer or additional offices as may be specified to tfae Autfaority 
by tfae Trustee in writing. 

Costs of Issuance 

Tfae teim 'Costs of Issuance' means all items of expense directly or indirectly payable by or 
reimbursable to tfae City or tfae Autfaority relating to Ifae issuance, sale and deliveiy of tfae Bonds and tfae 
execution and delivery of die Amoided Leases, including but not limited to filing and recording costs, 
settlemoit costs, printing costs, reproduction and binding costs, initial fees and cfaarges of tfae Trustee (including 
legal fees), financing discounts, legal fees and cfaarges, insurance fees and cfaarges, financial and otfaer 
professional consultant fees, costs of rating agencies or credit ratings, fees for transportation and 8afekeq)ing of 
tfae Bonds and cfaarges and fees in connection witfa the foregoing. 

Financial Newspaper 

The term "Financial Newspaper' means Tfae Wall Street Journal or The Bond Buver or any 
other newspaper or journal printed in the Englisfa language publisfaing financial news and selected by tfae City, 
wfaose decision sfaall be final and conclusive. 

Fiscal Year 

Tfae term 'Fiscal Year" means eacfa annual period of die Autfaority which, as of die date 
hereof, is tfae period firom M y 1 to tfae following June 30. 

fadentme 

The term 'Indenture* means the ^denture, dated as of April 1, 1994, between die Authority 
and the Trustee, as originally executed and as it may ftom. time to time be amended or supplemented by all 
Supplemental Didentuies executed pursuant to the provisions thereof. 

Information Services 

The term 'Information Services' means Financial Infonnation, Inc.'s 'Daily Called Bond 
Service,' 30 Montgomery Stieet, 10th Floor, Jersey City, New Jersey 17302, Attention: Editor; Kenny 
Information Services' 'Called Bond Service," 65 Broadway, I6lh Floor, New York, New Yoik 10006; 
Moody's Mvestors Service's "Municipal and Govemment,* 99 Church Street, 8di Floor, New Yoik, New Yoik 
10007, Attention: Municipal News R^>oits; and Standard and Poor's Authority's "Called Bond Record,' 25 
Broadway, 3rd Floor, New Yoik, New York 10004; or, in accordance with then curroit guidelines of the 
Securities and Exchange Commission, to such otfaer addresses and/or such otfaer services providing information 
witfa req>ect to called bonds, or to such services as tfae Autfaority may designate in a Certificate of the Authority 
delivered to tfae Trustee. 

Leased Propertv 

Tfae term "Leased Property' means, collectively, tfae real property and in^rovemoits 
encumbered by tfae Amended Leases. 
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Maximum Annual Debt Service 

The term "Maximum Annual Debt Service" means, as of any date of calculation, die 
maximum during any Bond Year of die sum of (1) die interest payable on all Outstanding Bonds during sucfa 
Bond Year, assuming tfaat all Outstanding Serial Bonds are retired as scfaeduled and diat all Outstanding Term 
Bonds are redeemed or paid from sinking fund paymmts as scfaeduled (exc^t to tfae extoit diat sucfa interest is 
to be paid firom tfae proceeds of tfae sale of any Bonds), (2) tfae principal aniount of all Outstanding Serial Bonds 
maturing by tfaeir terms during sucfa Bond Year, and (3) ibe principal amount of all Outstanding Teaa Bonds 
required to be redeemed or paid during sucfa Bond Year (togetfaer witfa the iedeiiq>tion piemiums, if any, 
tfaerecm). 

Net Proceeds 

Tfae term 'Net Proceeds' means, collectively, die net proceeds of any insurance or 
condemnation award resulting firom any damage or destruction of any portion of tfae Leased Property payable in 
accordance witfa any of tfae Amended Leases. 

1986 Lease 

Tfae term '1986 Lease' means tfae Lease Agreement dated as of May 1, 1986 by and between 
tfae Autfaority, as successor to Rauscfaer Pierce Refsnes Leasing, l a c , and the City, as amended by the First 
Ammdment to Lease Agreemait dated as of ^ r i l 1, 1994 by and between tfae Autfaority and tfae City, and as 
sucfa a lease may be fiirtfaer amaided or modified. 

1989 Lease 

Tfae term '1989 Lease' means tfae Lease Agreement dated as of June 1, 1989 by and between 
tfae Autfaority and tfae City, as ammded by tfae Firat Amendmait to Lease Agreemoit dated as of April 1, 1994 
by and between tfae Autfaority and tfae City, and as sucfa a lease may be fiirtfaer amended or modified. 

1986 Refunded Obligations 

The term '1986 Refunded Obligations' means die City of San Diego Refimding Certificates of 
Participation (Police Capital Iiiq>rovenients Projects) refunded with the proceeds of the 1994 Bonds. 

1989 Refimded Obligations 

The term '1989 Refimded Obligations' means the City of San Diego/MTDB Autfaority 1989 
Lease Revenue Bonds (San Diego Bayside ligfat Rail Transit Extmsion) refimded witfa tfae proceeds of die 1994 
Bonds. 

1986 Trust Agreement 

Tfae term '1986 Tiust Agreem^t* means tfae Trust Agreen^nt dated as of May 1, 1986 by 
and among Bank of America National Trust and Savings Association, as trustee, Rauscher Pierce Refsnes 
Leasing, bic. and the City, as supplem^ted and amended by tfae First Stqjplemental Trust Agreement dated as 
of ^ r i l 1, 1994 by and among First Interstate Bank of California, as tnistee, tfae Audiority and die City, and as 
sucfa Trust Agreement may be fiirtfaer 8iq>plemented and amoided. 
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1989 Trust Agreement 

Tfae term *1989 Trust Agreement" means tfae Trust Agreemoit dated as of June 1, 1989 by 
and between die Autfaority and Firat Trust of CaUfomia, National Association, as trustee, as supplemented and 
amended by tfae First Supplemoital Trust Agreement dated as of April 1, 1994 by and betweoi tfae Autfaority 
and Firat Interatate Bank of Caiifomia, as tnistee, and as sucfa Trust Agreement may be fiirtfaer supplemented 
andamoided. 

1994 Bonds 

Tfae term "1994 Bonds* means all lease revenue bonds of tfae Autfaority autiiorized by and at 
any time Outstanding pursuant faereto and executed, issued and delivered in accordance witfa the Indenture. 

Opinion of Counsel 

The term *Opinion of Counsel* means a written opinion of counsel of recognized national 
standing in tfae field of law relating to municipal bonds, appointed and paid by tfae Autfaority or tfae City. 

Outstanding 

Tfae term *Outstanding," w^en used as of any particular time witfa referrace to Bonds, means 
(subject to tfae provisions of tfae Ind^iture all Bonds tfaeretofore or thereupon executed by tfae Autfaority and 
autfaenticated and delivered by the Trustee pursuant hereto, except ~ 

(1) Bonds theretofore canceled by tfae Trustee or surr^idered to die Trustee for 
cancellation; 

(2) Bonds paid or deemed to faave been paid witfain tfae meaning of tfae ^doiture; and 

(3) Bonds in lieu of or in substitution for which other Bonds shall have beoi executed by 
tfae Authority and autiienticated and delivered pursuant hereto. 

Owner 

The teim 'Owner* means any person wfao sfaall be tfae registered owner of any Outstanding 
Bond, as ^ o w n on tfae registration books required to be maintained by tfae Trustee pursuant to the Indraiture. 

Permitted Investmaits 

Tfae term *Permitted bvestments* means any of the following to tfae extent tfaen permitted by 
law and the Indenture: 

(1) United States of America Treasury bills, notes, bonds or certificates of indebtedness, 
or obligations of, or obligations guaranteed directiy or indirectiy by, the United States of America 
(including obligations issued or held in book-entry form on the books of the Department of tfae 
Treasuiy of tfae United States of America or any Federal Reserve Bank) or securities or other 
instruments evidoicing ownership interests in sucfa obligations or in specified portions of tfae interest on 
or principal of such obligations; 
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(2) (i) Obligations issued by banks for cooperatives, federal land banks, federal 
intermediate credit banks, federal faome loan banks, tfae Federal Home Loan Bank Board, Federal 
Home Loan Mortgage Coiporation or tfae Tennessee Valley Autfaority, or (ii) obligations, participations 
or other instruments of or issued by, or fiilly guaranteed as to interest and principal by, the Federal 
National Mortgage Association (excluding stripped mortgage backed securities whicfa are valued at 
greater tfaan par on tfae unpaid principal), or (iii) guaranteed portions of Small Business Administration 
notes, or (iv) obligations, participations or other instruments of or issued by a federal agency or a 
United States of America government-sponsored enterprise; provided, however, tfaat prior to investing 
in investments described in clause (iv) hereof, the City sfaall faave provided to tfae Trustee a Certificate 
of tfae City tfaat sucfa investment shall have been approved for investment hereunder by Moody's 
Investora Service and Standard & Poor's Coiporation; 

(3) Bills of exchange or time drafts drawn on and accepted by a commercial bank 
(including the Trustee), otfaerwise known as bankera acceptances, whicfa are eligible for purcfaase by 
membera of tfae Federal Reserve System and wfaicfa are drawn on any bank tfae sfaort-term obligations of 
wfaicfa are of the higfaest letter and numerical rating category as provided by Moody's Investora Service 
and Standard & Poor's Coiporation; provided that purchases of eligible bankera acceptances may not 
exceed 270 days' maturity; 

(4) Commerciai paper of "prime' quality of the highest ranking or of tfae liigfaest letter 
and numerical rating as provided by Moody's Investora Service and Standard & Poor's Corporation, 
wfaicfa commercial paper is limited to issuing coiporations that are organized and operating within the, 
United States of America and that have total assets in excess of five hundred million dollara 
($500,000,000) and that have an ' A ' or higher rating for tfae issuer's unsecured debentures, other than 
commercial paper, as provided by Moody's Investora Service and Standard & Poor's Corporation; 
provided tfaat purchases of eligible commercial paper may not exceed 180 days maturity nor represent 
more than 10% of die outstanding commercial paper of an issuing corporation; 

(5) Certificates of deposit, wfaetfaer negotiable or non-negotiable, issued by a state or 
national bank (including the Trustee) or a state or federal savings and loan association, provided that 
such certificates of dqx>sit shall be either (A) continuously and fidly insured by the Federal Deposit 
Insurance Corporation or (B) faave maturities of not more than 365 days and issued by any state or 
national bank or a state or federal savings and loan association, tfae sfaort term obligations of whicfa are 
rated in tfae liigfaest short term letter and numerical rating categoiy by Moody's Investora Service and 
Standard & Poor's Corporation; 

(6) Any repurcfaase agreement witfa any state or national bank (including the Trustee) or 
govemment bond dealer reporting to, trading with, and recognized as a primary dealer by tfae Federal 
Reserve Bank of New York, which agreement is eitfaer (A) with any institution which has debt rated no 
lower than 'AA" or whose commeicial paper is rated no lower tfaan "P-l" by Moody's Investora 
Service and no lower than "A-l* by Standard & Poor's Coiporation; (B) with any corporation or other 
entity that falls under the jurisdiction of the Federal Bankruptcy Code provided that: (a) the term of 
such repurcfaase agreement is less tfaan one year or due on demand; (b) tfae Trustee or a tfaird party 
acting solely as agent for the Trustee has possession of the collateral; (c) the market value of the 
collateral is maintained at levels acceptable to Moody's Investora Service and Standard & Poor's 
Coiporation as evidenced by a Certificate of the City delivered to the Trustee; (d) failure to maintain 
the requisite collateral levels will require the Trustee to liquidate tfae collateral immediately; (e) the 
rq>urchase agreement securities must be either obligations of, or fiilly guaranteed as to principal and 
interest by, tfae United States of America or any agency of tfae United States of America, certificates of 
deposit or bankera' acceptances; and (f) repurcfaase agreement securities are firee and clear of any 
tfaird-party lien or claim; or (C) with financial institutions insured by the Federai Deposit Insurance 
Corporation or any broker-dealer with "retail customera' which falls under tfae jurisdiction of tfae 
Securities Investora Protection Corporation; provided tfaat: (a) the market value of tfae collateral is 
maintained at levels acceptable to Moody's Investora Service and Standard & Poor's Coiporation as 
evidenced by a Certificate of tfae City delivered to tfae Trustee; (b) tfae Trustee or a tfaird party acting 
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solely as agent for tfae Trustee has possession of the collateral; (c) tfae Trustee faas a perfected firat 
priority security interest in tfae collateral; (d) tfae collateral is free and clear of tfaird-party liens and in 
the case of a Securities Investora Protection Corporation broker was not acquired pursuant to a 
repurchase agreemoit or reverse repurchase agreement; and (e) failure to maintain tfae requisite 
collateral percoitage will require tfae Trustee to liquidate tfae collateral immediately; 

(7) Certificates, notes, warrants, bonds or otfaer evidoice of indebtedness of tfae State of 
Caiifomia or of any political subdivision or public agoicy tfaereof >^cfa are rated in tfae highest 
sfaort-term rating categoiy or witfain one of tfae two higfaest long term rating categories of Moody's 
Investora Service and Standard & Poor's Corporation (excluding securities tfaat do not faave a fixed par 
value and/or whose terms do not promise a fixed dollar amount at maturity or call date); 

(8) For amounts less than $10,000, interest-bearing demand or time deposits (including 
certificates of deposit) in a nationally or state-chartered bank, or state or federal savings and loan 
association in the State of Caiifomia, fiilly insured by tfae Federal Deposit Insurance Corporation, 
including tfae Trustee or any affiliate tfaereof; 

(9) divestments in taxable govemment money maiket portfolios restricted to obligations 
maturing in one year or less issued or guaranteed as to payment of principal and interest by tfae fiill 
faitfa and credit of tfae United States of America and rated in eitfaer of the two highest rating categories 
by Moody's Investora Service and Standard & Poor's Coiporation, including fimds for wfaicfa Firat 
Interatate Bancorp, its affiliates or subsidiaries provide investment advisory or otfaer management 
services; and 

(10) Guaranteed investment contracts or funding agreements (in eitfaer case approved for 
investment faereunder by Moody's Investora Service and Standard & Poor's Corporation as evidenced 
by a Certificate firom tfae City to tfae Trustee) witfa insurance companies rated at tfae time of execution 
tfaereof Aa or AA as to claims paying ability by Moody's Investora Service and Standard & Poor's 
Corporation, or sucfa agreements witfa securities dealera, commereial banks or insurance conq>anies 
rated within one of die two faighest long term rating categories of Moody's Investora Service and 
Standard & Poor's Corporation. 

Prior Obligations 

The term 'Prior Obligations' means die $63,330,000 City of San Diego Refimding Certificates 
of Participation (Police Capital Improvements Projects) and die $31,240,000 City of San Diego/MTDB 
Authority 1989 Lease Revenue Bonds (San Diego Bayside light Rail Transit Extension). 

Refunded Obligations 

Tbe term 'Refimded Obligations' means, collectively, the 1986 Refimded Obligations and die 
1989 Refimded Obligations. 

Reserve Requirement 

The term "Reserve Requirement" means an amount to be fimded from lawfully available 
moneys of the City, including certiain amounts described in the Indenture, in order that, (i) commencing on the 
Closing Date, the aggregate amount therein is equal to $1,756,816.94, (ii) commencing September 1, 1994, the 
aggregate amoimt therein is equal to $7,866,816.94, and (iii) commencing June 1, 1999, the aggregate amoimt 
therein is equal to Maximum Annual Debt Service. 
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Revalues 

The term 'Revalues* means all Base Rental Payments made pursuant to die Amended Leases, 
and all otfaer boiefits, diaiges, income, proceeds, profits, receipts, rents and revalues doived by tfae Authority 
firom the ownership, qpeiation or use of the Leased Property, including intaest or profits firom die investmoit 
of money in any fimd, account or subaccount (other tfaan tlw Rebate Fund) purauant to die Indenture. 

Securities Depositories 

The torn *Securitie8 Dq>ositorie8" means: The Dqxisitoiy Trust Conqrany, 711 Stewart 
Avenue, Garden City, New Yoik 11530, Fax-(516) 227-4039 or 4190; Midwest Securities Trust Conq>any, 
Capital Sbuctures-Call Notification 440 Soudi LaSalle Street, Chicago, Illinois 60605, Fax-(312) 663-2343; 
Pfailadelpfaia Depositoiy Trust Conqrany, Reorganization Division, 1900 Maik^ Street, Pliiladelphia, 
Poinsylvania 19103, Attention: Bond Dqmitmait, Fax-(215) 496-5058; or to sucfa otfaer addresses and/or such 
otfaer securities depositories as tfae Autfaority may designate in writing to the Trustee. 

Supplemoital Lidenture 

The term "Supplemoital Indeature* means any indoiture dien in fidl force and effect \(Uch 
has been duly executed and delivered by the Authority and tfae Trustee amendatoiy hereof or siqpplanental to fhe 
Mdenture; but only if and to tfae extent that such Supplemental Indenture is specifically autfaorized under tfae 
Indenture. 

Tax Certificate 

Tfae term *Tax Certificate* means die Tax Certificate and Agieemoit delivoed by die 
Autfaority and the City at the time of die issuance and deliveiy of a series of Bonds, as the same may be 
amended or supplemoited in accordance with its terms. 

Written Reauest of the Aufliority 

Tbe term "Writtoi Request of die Authority* means an instrument in writing signed by the 
President, the Vice Presidoit, the Secretaiy and tfae Assistant Secretaiy of tfae Autfaority, or by any otfaer officer 
of tfae Autfaority duly authorized by the Authority for that puipose. 

Writtm Request of die Citv 

The term *Written Request of tfae City* means an instniment in writing signed by the City 
Manager of tfae City, or by any odier officer of tfae City duly autiiorized by die City for tfaat puipose. 

THE INDENTURE 

Equal Security 

la consideration of the acceptance of the Bonds by the Ownera thereof, the Indoiture shall be 
deemed to be and shall constitute a contract betweea the Autfaority and tfae Trustee for tfae boiefit of tfae Ownera 
firom time to time of all Bonds authorized, issued, executed and delivered under the bidenture and then 
Outstanding to secure the fiill and final paymoit of the interest on and principal of and redenq>tion premiums, if 
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any, witfa respect to all Bonds viiich may firom time to time be autiiorized, issued, executed and delivered under 
the Lidenture, subject to die agreements, conditions, covenants and provisions contained in tfae Indoiture; and 
all agreements and covoiants set forth in die Indenture to be perfonned by or on hebalf of the Authority shall be 
for the equal and proportionate benefit, protection and security of all Ownera of the Bonds without distinction, 
preference or priority as to security or otheiwise of any Bonds over any other Bonds by reason of the number 
or date fliereof or flie time of authorization, sale, issuance, execution or delivery tfaereof or for any cause 
viliatsoever, excq>t as expressly provided in tfae Indoiture. 

Conditions for the Dssuance of Additional Bonds 

The Authority may at any time issue Additional Bonds payable firom the Revenues as provided 
in die Indenture and secured by a pledge of tfae Revenues as provided in tfae Lidenture equal to tfae pledge 
securing ffae Outstanding Bonds tfaeretofore issued under tfae Lidenture, but only subject to die following specific 
conditions, wfaicfa are made conditions precedoit to tfae issuance of any sucfa Additional Bonds: 

(a) The Aufliority shall be in compliance witfa all agreements and covenants contained in 
flielndoiture. 

(b) The issuance of such Additional Bonds shall faave beea autfaorized by flie Autfaority 
and sludl faave beoi provided for by Supplemmtal Indoiture wfaicfa sfaall specify the 
following: 

(1) The purpose for wliich sucfa Additional Bonds are to be issued; provided fliat sucfa 
Additional Bonds sfaall be appUed solely for (i) tfae purpose of financing or refinancing 
additional real property and inq>rovenients to be encumbered by one or more of die Amended 
Leases, including paymoit of all costs incidental to or connected wifli sucfa financing or 
refinancing, and/or (ii) the purpose of refimding any Bonds thai Outstanding, including 
pajnuent of all costs incidental to or connected witfa such refunding; 

(2) Tfae autfaorized principal amount and designation of such Additional Bonds; 

(3) The dated date and flie maturity dates of, and tfae sinking fimd paymoit dates, if 
any, fot sudi Additional Bonds; provided that (i) eacfa maturity date sfaall Ml upon 
Sq>teniber 1, (ii) all sudi Additional Bonds of like maturity shall be idoitical in all respects, 
except as to number and doiomination, and (iii) serial maturities for Soial Bonds or sinking 
fimd paymoits for Term Bonds, or any combination tfaereof, sfaall be established to provide for 
flie retiremoit of such Additional Bonds on or before their respective maturity dates; 

(4) The interest paymoit dates for such Additional Bonds, wfaicfa shall be Interest 
Paymoit Dates; 

(5) The redenq)tion premiums, if any, and tfae redenqition terms, if any, for sucfa 
Additional Bonds; 

(6) Tfae ainount, if any, to be depoated ftom tfae proceeds of sale of sucfa Additional 
Bonds in the Interest Account; 

(7) Tfae ainount, if any, to be dqxisited firom the proceeds of sale of such Additidnal 
Bonds in an escrow fimd or acquisition fund; 

(8) The aniount to be deposited from the proceeds of sale of sucfa Additional Bonds 
in the Reserve Account, v ^ c h ainount shall be sufficioit to cause tfae amount on dqrasit in tfae 
Reserve Account to equal flie Resenre Requirement upon tfae issuance of sucfa Additional 
Bonds; 
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(9) Tfae forms of sudi Additional Bonds; and 

(10) Such other provisions as are necessaiy or qipropriate and not inconsistent witfa 
flielndaiture. 

(c) One or tmire of tfae Amoided Leases shall faave beoi fiirtfaer amoided so as to 
increase tbe aggregate Base Rmtal payable by the City fliereunder tfae Lidoiture by an 
amount at least sufficient to pay tfae interest on and principal of such Additional Bonds 
as the same become due. 

(d) The Aufliority sfaall faave received confirmation in writing firom eacfa of tfae rating 
agoicies tfaoi providing a rating on any Outstanding Bonds tfaat tfae issuance of sucfa 
Additional Bonds will not, in and of itself, cause a downgrading or witfadrawal of 
sucfa rating. 

Notfaing contained in the Indenture shall limit die issuance of any lease revenue bonds of die 
Authority payable firom the Revenues and secured by a pledge of the Revalues if after flie issuance and delivery 
of sucfa lease revenue bonds none of tfae Bonds tfaeretofore issued under tfae Lidenture will be Outstanding. 

Hed^e of Revalues 

All Revalues and amounts on d^msit in tfae fimds, accounts and subaccounts establisfaed under 
die Lidenture (otfaer flian amounts on deposit in tfae Rebate Fund are irrevocably pledged to Ifae payment of the 
interest on and principal of the Bonds in flie Indenture, and flie Revalues sfaall not be used for any otfaer 
purpose while any of the Bonds remain Outstanding; provided, however, that out of the Revenues there may be 
allocated sucfa sums for sucfa puiposes as are expressly peimitted by the Indenture. 

Tfae Trustee shall be entitied to and shall receive all of ffae Revalues, and any Revenues 
collected or received by ffae Autfaority sfaall be deemed to be faeld, and to faave been collected or received, by 
die Authority as agent of flie Trustee and shall fortfawitfa be paid by tfae Autfaority to flie Trustee. 

Receipt and Dqiosit of Revalues in the Revalue I\md 

Ll order to carry out and effectuate flie pledge contained in tfae Lidenture, tfae Autfaority agrees 
and covenants fliat all Revalues ^ a i and as received sfaall be received in trust under flie Lidenture for tfae 
baiefit of die Ownera and sfaall be deposited vAaen. and as received in tfae Revenue Fund. All Revalues shall be 
accounted for througfa and held in tiust in the Revenue Fund, and the Authority sfaall have no boieficial right or 
interest in any of fhe Revenues fflccqpt only as in the Indenture provided. All Revalues, wfaeflier received by 
the Aufliority in trust or deposited widi tfae Trustee as in flie Lidaiture provided, sfaall nevertheless be 
allocated, applied and disbursed solely to the puiposes and uses set forth in the Indenture, and shall be 
accounted for separately and tqpart from all other accounts, fimds, money or oflier resources of the Autfaority. 

Establishment and Maintenance of Accounts for Use of Money in the Revalue Fund 

Subject to the Indenture, all money in the Revalue Fund shall be set aside by the Trustee in 
the following respective special accounts within tfae Revalue Fund eacfa of whidi is created and each of wfaicfa 
tfae Trustee covoiants and agrees to maintain) in tfae following order of priority: 

(1) Literest Account, 

(2) Prindpal Account, 
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(3) Resove Account (including flie 1986 Obligations Subaccount, flie 1989 
Obligations Subaccount and flie 1994 Bonds Subaccount), and 

(4) Redenqition Account. 

All money in each of such accounts shall be held in trust by flie Trustee and shall be applied, used and 
withdrawn only for the purposes authorized in the Lulaiture. 

btvestmait of Moneys in Fkmds and Accounts 

Moneys in tfae Revenue Fund, flie Costs of Issuance Fund and any accounts and subaccounts 
tfaerein sfaall, upon die Written Request of tfae City or tfae Authority at least two Business Days before tfae 
investment, be invested by the Trustee in Permitted Investments. In tfae absaice of a Written Request of tfae 
City or tfae Autfaority, the Trustee may invest moneys in such fiinds and accounts in Permitted Investmoits 
described in subpara^nqifa (9) of flie definition of Pennitted Livestments. Tfae obligations in yibieh. moneys in 
the said fimds, accounts and subaccounts are invested shall mature prior to flie date on wfaidi sucfa moneys are 
estimated to be required to be paid out under flie Lidenture. Tlie obligations in v ^ c h moneys in flie Reserve 
Account are so invested shall be invested in obligations maturing no later than five yean after the date of 
investment. Any intaest, income or profits firom the dqmsits or investmoits of all fiinds, accounts and 
subaccounts under the Lidoiture (except the Rebate Fund and the Reserve Account to fhe extent required to be 
maintained therein pursuant to tfae Indenture) sfaall be deposited in tfae Principal Account of tfae Revenue Fund. 
For puiposes of determining flie amount of dqxisit in any fimd, account or subaccount faeld ha»under, all 
Pennitted Investmoits credited to such fimd or accoimt shall be valued, on S^tember 1 during each year that 
Bonds are Outstanding, at the cost flioeof (exdiiding accrued intaest and brokerage commissions, if any, and 
adjusting for any amortized premium or discount to maturity). Except as oflierwise provided in the Lidoiture, 
Pennitted Livestments represoiting an investment of moneys attributable to any fund, account or subaccount and 
all investmoit profits or losses thereon shall be deemed at all times to be a part of said fimd, account or 
subaccount. The Trustee may act as principal or agent in the acquisition or disposition of investmoits, and may 
commingle tfae fimds, accounts and subaccounts establisfaed under tfae Indenture for investmoit purposes. 

Certain Covenants of the Authority 

Punctual Payment and Performance. The Authority will punctually pay the interest on and flie prindpal of and 
redenqition premiums, if any, to Ijecome due on eveiy Bond issued under tfae Lidenture in strict conformity wifli 
tfae terms of ffae Lidoiture and of die Bonds, and will fiuthfiilly observe and perform all the agreemoits and 
covenants contained in tfae Lidoiture and in tfae Bonds. 

Against Encumbrances. The Authority will not make any pledge of or place any cfaaige or lioi upon tfae 
Revalues except as provided in tfae Lidenture, and will not issue any bonds, notes pr obligations payable firom 
tfae Revenues or secured by a pledge of or cfaaige or Uoi upon tfae Revenues excqit the Bonds. 

Against Sale or Other Disposition ofthe Leased Property. Excqit as provided in (be Amended Leases, the 
Autfaority will not sell pr otherwise dispose of the Leased Property, oiter into any agreement which inqiaira the 
use of tfae Leased Property or any part tfaereof necessaiy tp secure adequate Revalues for tfae payment of tfae 
interest on and principal of and redenqition premiums, if any,, wifli respect to the Bonds, or wliich would 
oflierwise inqiair tfae rigfats of flie Ownera witfa respect to the Revenues. 
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Tax Covenants; Rebate Fund. Li addition to tfae otfaer fiinds and accounts created pursuant to tbe Indenture, tfae 
Trustee shall establissh and maintain a fimd sqiarate firom any otfaer fund or account establisfaed and maintained 
under tfae Lidenture designated tfae Rdiate Fund (tfae *Rebate Fund*). Witfain tfae Rebate Fund, tfae Trustee sfaall 
maintain sucfa accounts or subaccounts as are qiecified in a Written Request of tfae City or tfae Autfaority to tfae 
Trustee pursuant to tfae Tax Certificate. Tfae Trustee sfaall deposit moneys in tfae Rebate Fund pursuant to a 
Written Request of flie City or tfae Autfaority. Subject to tfae transfer provisions provided in paragrapfa (e) 
below, all money at any time deposited in the Rebate Fund shall be faeld by tfae Tnistee in trust, to the extent 
required to satisfy die Rebate Requirement, for payment to the federal govemmoit of tfae United States of 
America, and ncme of tfae City, the Authority, the Trustee or ffae Owner of any Bond diall faave any rigfat in or 
claim to sucfa money. All amounts deposited into or on deposit in flie Rebate Fund shall be govemed by this 
Section and by the Tax Certificate. The Trustee shall be deemed conclusively to have conqilied with flie 
provisions of tfae Lidenture and die Tax Certificate if it follows tfae Writtai Request of tiie City or tfae Autfaority, 
including supplying all necessaiy information in tfae manner provided in tfae Tax Certificate, and except as 
otfaerwise expressly provided in tfae Lidoiture, sfaall not be required to take any actions under tfae Lidoiture in 
tfae absence of written directions by tfae City or tfae Autfaority, and sfaall faave no liability or responsibility to 
oiforce conqiliance by the City or the Autfaority witfa tfae terms of the Tax Certificate. The Trustee agrees to 
conqily witfa all Writtoi Requests of flie City or the Authority given in accordance with the Tax Certificate. 

Payment of Claims. The Aufliority will pay and discharge or cause to be paid and discharged any and all lawful 
claims for labor, materials or supplies which, if unpaid, migfat become a legal cfaarge or lioi upon ffae Leased 
Property or the Revenues or any part thereof or upon any fbnds under tfae control of tfae Autfaority or tfae 
Trustee superior to or on a parity witfa tfae cfaarge and lien upon tfae Revoiues securing flie Bonds, or wfaicfa 
migfat inqiair (he security of the Bonds. 

Payment of Taxes emd Compliance with Govemmental Regulations. Tfae Autfaority will pay and discfaarge or 
cause to be paid and discfaarged all applicable taxes, assessmoits and otfaer govemmoital cfaarges fliat may be 
levied, assessed or cfaarged upon tfae Leased Property or any part tfaereof or upon ffae Revalues or any part 
tfaereof pronqitiy as and wfaoi tfae same sfaall become due and payable. The Authority will duly observe and 
conform witfa all valid iqiplicable regulations and requirements of any governmental autfaority relative to tfae use 
of tfae Leased Property or any part tfaereof, but tfae Autfaority sfaall not be required to comply witfa any such 
regulations or requiremoits so long as the application or tfae validity tfaereof diall be contested in good faith. 

Insurance. Tfae Autfaority will maintain or cause to be maintained insurance witfa respect to tfae Leased Property 
as required by tfae Amended Leases. 

Insurance Proceeds and Condemnation Awards. If (i) tfae Leased Property or any portion thereof is damaged 
or destroyed (in whole or in part) or (ii) the Leased Property or any portion diereof is stolen or otherwise 
unlawfiiUy removed firom tfae possession of the City, subject to the Amended Trust Agreements, tfae Autfaority 
will cause tfae Net Proceeds of any insurance claim to he applied to tfae pronqit rqiair, restoration, modification, 
inqirovement or r^lacement of the damaged, destroyed or stolen portion of die Leased Property. Any balance 
of the Net Proceeds remaining after such woik faas been conqileted sifaall be applied as set fortfa in the Amoided 
Trust Agreements. 

Altematively, but only if the Net Proceeds of such insurance award, togetfaer witfa any otfaer 
moneys then available for fhe purpose, are at least sufficient to prepay fliat portion of flie Base Rental 
attributable to tfae portion of tfae Leased Property so destroyed, damaged or stoloi, tfae Autfaority at its option, 
subject to die Amoided Trust Agreemoits, may dect not to tepmt, reconstruct or teplace flie damaged, 
destroyed or stoloi portion of die Leased Property and Ifaereupon sfaall cause said proceeds to be used for the 
redenqition of Outstanding Bonds, and the redenqition or prepaymoit of outstanding Prior Obligations in 
accordance witfa the Amoided Trust Agreemoits. 
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If tfae wfaole of tfae Leased Property or so mucfa tfaereof as to render tfae remainder unusable 
for tfae purposes for wfaicfa it was used or intended to be used by tfae City sfaall be takoi under tfae power of 
eminent domain, tfae teim of eitfaer of tfae Amended Leases shall cease as of tfae day tfaat titie to Ifae Leased 
Property is excfaanged and tfae right to receive lease payments under such Amoided Lease ceases. The 
Authority sfaall take or cause to be taken sucfa action as is reasonably necessaiy to obtain conqioisation at least 
equal to tfae value of tfae Leased Property or portion tfaereof taken by eminoit domain. If less tfaan tfae wfaole of 
tfae Leased Property shall be takoi under the power of eminent domain and tfae remainder is usable for tfae 
puiposes for wfaicfa it was used by tfae City at tfae time of such taking, tfaoi tfae Amended Leases sfaall continue 
in fiill force and effect as to sucfa remainder, and die parties tfaereto waive tfae boiefits of any law to the 
contrary, and in sucfa evoit.the Base Roital Paymoits due tfaereunder will be reduced by tfae tqiplication of all or 
any part of any award in eminoiti domain to die redenqition of Outstanding Bonds pursuant to tfae Indenture. So 
long as any of tfae Bonds sfaall be Outstanding, and subject to tfae Amended Trust Agreemoits, die Net Proceeds 
of any award made in eminent domain proceedings for taking tfae Leased Property or any portion thereof sbaiO. 
be applied to the redenqition of Bonds as provided in tfae Lidenture and to tfae redenqition or prqiaymoit of 
Prior Obligations in accordance witfa tfae Amended Trust Agreements. Any sucfa award made after all of flie 
Bonds and Prior Obligations faave beoi fiilly paid and retired sfaall be paid to tfae City. 

Tfae Authority sfaall cause tfae City to, witfain 15 days of tfae receipt of any Net Proceeds, 
instmct tfae Trastee, tfarougfa a Writtoi Request of tfae City, as to v/bat portion, if any, of sucfa proceeds is to be 
used to redeem Bonds pursuant to tfae Indenture and tfae date of any sucfa redemption. 

Amended Leases and Other Documents. Subject to tfae Amended Trust Agreements, tfae Autfaority will at all 
times maintain and vigorously oifoice all of its rigfatis under tfae Amended Leases, and will pronqitiy collect all 
rents and cfaarges due for tfae use of tfae Leased Property as tfae same become due under tfae Amended Leases, 
and will promptly and vigorously enforce its rigfats against any toiant or otfaer person who does not pay such 
roits or diarges as tfaey become due under tfae Amended Leases. Tfae Autfaority will not do or pennit anytfaing 
to be done, or omit or refrain from doing anytfaing, in any case wfaere any sucfa act done or permitted to be 
done, or any sucfa omission of or refraining firom action, would or migfat be a ground for cancellation, 
abatement or termination of tfae Amended Leases by tfae respective lessees tfaereunder. 

Other Liens. Tfae Autfaority will keep tfae Leased Property firee from judgments, mecfaanics' and.materialmen's 
liens (except tfaose arising firom tfae acquisition, construction and installation of tfae Leased Property) and free 
from all liens, claims, demands and encumbrances of wfaatsoever prior nature or cfaaracter to tfae oid tfaat tfae 
security for the Bonds provided in the Indenture will at all times be maintained and preserved firee firom any 
claim or liability whicfaj-in tfae judgment of tfae Trustee (and its determination tfaereof sfaall be final), might 
hamper tfae Audiority in conducting its business or interfere witfa tfae City's use and occupancy of tfae Leased 
Property, and tfae Trustee at its option (after firat giving tfae Authority ten days' written notice to comply 
tfaerewidi and failure of tfae Autfaority to so comply within such period) may defend against any and all actions 
or proceedings in wfaicfa tfae validity of tfae Lidenture is or migfat be questioned, or may pay or conqiromise any 
claim or demand asserted in any sucfa action or proceeding; provided, however, that in defoidtng sucfa actions 
or proceedings or in paying or compromising sucfa claims or demands, the Trustee sfaall not in any evoit be 
deemed to faave waived or released tfae Autfaority from liability for or on account of any of its agreemoits and 
covenants in tfae Lidenture, or firom its liability, under tfae Indenture to defend the validity of tfae Lidenture and 
tfae pledge of tfae Revenue and to perform sucfa agreements and covenants. 

Prosecution and Defense of Suits. Tfae Autfaority will pronqitiy from time to time take or cause to be taken such 
action as may be necessaiy or proper to remedy or cure any defect in or cloud upon the titie to tfae Leased 
Property, wfaetfaer now existing or faereafter developing, and sfaall prosecute or cause to be prosecuted all sucfa 
suits, actions and otfaer proceedings as may be appropriate for sucfa purpose and shall indemnify and hold the 
Trustee harmless firom ail loss,, cost, damage and expense, including attomey's fees, whicfa it may incur by 
reason of any sucfa defect, cloud, suit, action or proceeding: 
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Tfae Autfaority will defend against eveiy suit, action or proceeding except tfaose arising out of 
tfae wrongfiil, willfiil act or actions of the Trustee at any time brought against tfae Trustee upon any chum 
arising out of tfae receipt, application or disbursement of any of tfae Revenues or involving flie rigfats of tfae 
Trustee under tfae Lidenture; provided tfaat tfae Trustee at its election may appear in and defend any sucfa suit, 
action or proceeding. 

Further Assurances. Wfaenever and so often as requested to do so by the Trustee, the Autfaority will pronqitiy 
execute and deliver or cause to be executed and delivered all sucfa odier and fiirtfaer assurances, documoits or 
instruments, and pronqitiy do or cause to be done all sucfa otfaer and further things as may lie necessaiy or 
reasonably required in order to fiirtfaer and more fiilly vest in tfae Ownera all rights, interests, powera, benefits, 
privileges and advantages conferred or intoided to be conferred upon the. 

Duties, Immunities and Liabilities of Trustee 

The Trustee sfaall, prior to an Evoit of Default, and after ffae curing of all Evoits of Default 
wfaicfa may faave occurred, perform sucfa duties and only sucfa duties as are specifically set fortfa in tfae 
Indenture and no implied duties or obligations sifaall be read into Ifae Indenture against the Trastee. The Trustee 
sfaall file sucfa financing statements as may be necessaiy in order to continue, preserve and protect die Trustee's 
rigfats under tfae Amoided Leases assigned to tfae Trustee by tfae Autfaority. The Trustee sfaall, during die 
existence of any Evoit of Defiiult (wfaicfa faas not been cured), exercise sucfa of the ri^ts and powera vested in 
it by die Lidenture, and use flie same degree of care and skill in their exercise as a prudent person would 
exercise or use under die circumstances in the conduct of his own affaira. 

So long as no Event of Default faas occurred and is continuing, tfae Autfaority may remove tfae 
Trustee at any time and shall remove the Trastee if at any time requested to do so by an instrumoit or 
concurrent instruments in writing signed by the Ownera of not less than a majority in aggregate principal 
amount of tfae Bonds tfaoi Outstanding (or tfaeir attomeys duly autfaorized in writing) or if at any time tfae 
Trustee sfaall cease to be eligible in accordance witfa tfae Indenture, or sfaall become inctqiable of acting, or sfaall 
commence a case under any bankraptcy, insolvency or similar law, or a receiver of tfae Trastee or of its 
property sfaall be appointed, or any public officer sfaall take control or cfaarge of tfae Trustee or its property or 
affaira for tfae purpose of rdiabilitation, conservation or liquidation, in eacfa case by giving writtoi notice of 
sucfa removal to tfae Trustee, and thereupon shall appoint a successor Trustee by an instrument in writing. 

The Trustee may resign by giving written notice of sucfa resignation to tfae Autfaority and by 
giving notice of sucfa resignation by mail, firat class postage prepaid, to tfae Ownera at tfae addresses listed in the 
bond register. Upon receiving such notice of resignation, tfae Autfaority sfaall promptly appoint a successor 
Trustee by an instrumoit in writing. 

Any removal or resignation of tfae Trustee and appointmoit of a successor Trustee sfaall 
become effective upon acceptance of appointment by tfae successor Trustee. If no successor Trustee sifaall faave 
been appointed and sfaall faave accqited appointment witfain 45 days of giving notice of removal or notice of 
resignation as aforesaid, tfae resigning Trustee, at tfae expoise of tfae Autfaority, or any Owner (on bdialf of 
faimself and all other Ownera) may petition any court of con^tent jurisdiction for the appointmoit of a 
successor Trustee, and sucfa court may tfaereupon, after sucfa notice (if any) as it may deem proper, appoint sucfa 
successor Trastee. Any successor Trustee appointed under flie Indenture sfaall signify its acceptance of sucfa 
appointment by executing and delivering to tfae Autfaority and to its predecessor Trustee a written accqitance 
tfaereof, and tfaereupon sucfa successor Trustee, witfaout any fiirtfaer act, deed or conveyance, sfaall become 
vested witfa all tfae moneys, estates, properties, rights, powera, trusts, duties and obligations of such predecessor 
Trustee, witfa like effect as if originally named Trustee in tfae Lidoiture; but, nevertheless, at the writtoi request 
of the Autfaority or of tfae successor Trustee, sucfa predecessor Trastee sfaall execute and deliver any and all 
instruments of conveyance or fiirtfaer assurance and do sucfa otfaer things as may reasonably be required for 
more fiilly and certainly vesting in and confirming to such successor Trustee all tfae rigfat, titie and interest of 
sucfa predecessor Trustee in and to any property faeld by it under tfae Lidoiture and shall pay over, transfer, 
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assign and deliver to the successor Trustee any money or otfaer property subject to tfae trusts and conditions in 
tfae Lidoiture set fortfa. 

Any Trustee appointed under tfae provisions of tfae Indenture shall be a trust company or bank 
having the powera of a trust conqiany, having a coiporate trust office in Caiifomia, having a combined capital 
and suiplus of at least fifty million dollara ($50,000,000), and subject to supervision or examination by federal 
or state authority. If such bank or trust company publisfaes a iqiort of condition at least annually, purauant to 
law or to tfae requiremoits of any supervising or examining autfaority above referred to, tfaoi for tfae puipose of 
tfais subsection tfae combined capital and surplus of sucfa bank or trust conqiany sfaall be deemed to be its 
combined capital and surplus as set forth in its most lecoit report of condition so publii^ed. In addition, tfae 
Trustee at all times sbaHl also act as trustee under tfae Amended Trust Agreemoits. In case at any time tfae 
Trustee sfaall cease to tie eligible in accordance witfa tfae provisions of tfae Lidenture, tfae Trustee sfaall resign 
immediately in tfae manner and witfa tfae effect specified. 

Amendment of the Indenture 

Tfae Lidoiture and tfae rigfats and obligations of tfae Autfaority and of tfae Ownera may be 
amoided at any time by a Supplemoital Lidoiture wfaicfa sfaall become binding v/ben tfae writtoi consents of tfae 
Ownera of at least a majority in aggregate principal amount of tfae Bonds tfaen Outstanding, exclusive of Bonds 
disqualified as provided in tfae Lidenture, are filed witfa tfae Trustee. No sucfa amendment sfaall (1) extend the 
maturity of or reduce tfae interest rate on or otfaerwise alter or impair the obligation of tfae Autfaority to pay tfae 
interest on or principal of or redemption premium, if any, on any Bond at tfae time and place and at tfae rate and 
in the curroicy provided in tfae Indenture witfaout tfae express written consent of tfae Owner of sucfa Bond, 
(2) permit tfae creation by tfae Authority of any pledge of the Revenues as provided in tfae Lidenture superior to 
or on a parity with the pledge created for tfae benefit of tfae Bonds, or (3) modify any rigfats or obligations of tfae 
Trustee witfaout its prior written assent tfaereto. 

Tfae Lidenture and tfae rigfats and obligations of tfae Autfaority and of tfae Ownera may also be 
amended at any time by a Supplemental Indenture wfaicfa sfaall become binding upon adoption witfaout the 
consent of any Ownera, but only to tfae extent permitted by law and after receipt of an approving Opinion of 
Counsel and only for any one or more of tfae following purposes — 

(a) to make sucfa provisions for the puipose of curing any ambiguity or of correcting, 
curing or supplementing any defective provision contained in the Indenture or in 
regard to questions arising under tfae Lidoiture whicfa tfae Autfaority may deem 
desirable or necessaiy and not inconsistent and wfaicfa sfaall not materially adversely 
affect tfae interests of tfae Ownera; or 

(b) to make any otfaer cfaange or addition to tfae Indenture which shall not materially 
adversely affect tfae interests of the Ownera, or to surrender any right or power 
reserved in tfae Lidenture to or conferred in tfae Lidenture on tfae Autfaority; 

(c) to provide for tfae issuance of any Additional Bonds and to provide the terms of sucfa 
Additional Bonds, subject to the conditions and upon compliance with tfae procedure 
set fortfa in the Indenture. 

The provisions of the Indenture sfaall not prevent any Owner firom accepting any amoidment as 
to tfae particular Bonds owned by liim, provided tfaat due notation tfaereof is made on sucfa Bonds. 

Events of Default 

Any one or more of tfae following events sfaall be called an Event of Default under tfae 
Lidenture: 
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(a) default sbaXL be made in tfae due and punctual payment of tfae interest on any Bond 
wfaoi and as tfae same sfaall become due and payable; 

(b) default î iall be made in tfae due and punctual paymoit of tfae principal of or 
redenqition premium, if any, on any Bond wfaen and as tfae same sfaall become due 
and payable, wfaeflier at maturity as tfaerein expressed or by proceedings for 
redenqition; 

(c) defiault sfaall be made by tfae Autfaority in die performance of any of tfae other 
agreements or covenants required in die Lidenture to be performed by the Autfaority, 
and sucfa de&ult shall have continued for a period of 60 days after tfae Autfaority sfaall 
faave been given notice in writing of sucfa default by tfae Trustee; or 

(d) tfae Autfaority sfaall file a petition or answer seddng arrangement or reorganization 
under die federal bankraptcy laws or any otfaer applicable law of tfae United States of 
America or any state tfaerein, or if a court of conqietoit jurisdiction sfaall approve a 
petition filed witfa or witfaout tfae consent of tfae Autfaority seeking arrangement or 
reorganization imder tfae federal bankraptcy laws or any otfaer applicable law of tfae 
United States of America or any state therein, or if under the provisions of any oflier 
law for tfae relief or aid of debtora any court of competoit jurisdiction sfaall assume 
custody or control of tfae Autfaority or of tfae wfaole or any substantial part of its 
property. 

Proceedings by Trustee 

Upon die faappening and continuance of any Event of Default the Trustee in its discretion may, 
and at the written request of the Ownera of not less than 25 % in aggregate principal amount of Bonds 
Outstanding shall, do tfae following, subject to tfae provisions of the Amended Trust Agreements: 

(a) by mandamus, or other suit, action or proceeding at law or in equity, oiforce all 
rights of the Ownera and require tfae Autfaority to oiforce all rights of the Ownera of 
Bonds, including tfae rigfat to require tfae Autfaority to receive and collect Revoiues 
and to enforce its rights under the Amended Leases and to require tfae Autfaority to 
cany out any otfaer covoiant or agreement witfa Ownera of Bonds and to perform its 
duties under tfae Indenture; 

(b) bring suit upon tfae Bonds; 

(c) by action or suit in equity enjoin any acts or things wfaicfa may be unlawfiil or in 
violation of tfae rigfats of tfae Ownera; and 

(d) as a matter of rigfat, have a receiver or receivera appointed for the Revenues and tfae 
issues, eamings, income, products and profits thereof, pending such proceedings, witfa 
sucfa powera as tfae court making sucfa appointment sfaall confer. 

Notwithstanding the foregoing, neidier the Indenture nor the Bonds provide for tfae remedy of 
acceleration of principal or interest due widi respect to the Bonds prior to their stated due dates. 

Effect of Discontinuance or Abandonment 

Ll case any proceeding taken by the Trustee on account of any default sihall have been 
discontinued or abandoned for any reason, or SIMII have been determined adversely to tfae Trustee, tfaen and in 
eveiy sucfa case tfae Autfaority, tfae Trustee and tfae Ownera sfaall be restored to tfaeir former positions and rigfats 
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under tfae Indenture, respectively, and all rigfats, remedies and powera of tfae Trustee sfaall continue as tfaough 
no sucfa proceeding faad been taken. 

Rights of Owners 

Anytfaing in the Lidoiture to the contiaiy notwitfastanding, subject to the limitations and 
restrictions as to the rigfats of tfae Ownera in tfae Amoided Trust Agreemoits and in otfaer sections of tfae 
Indenture, upon the faappening and continuance of any Event of Default, tfae Ownera of not less tfaan 25% in 
aggregate principal amount of tfae Bonds tfaoi Outstanding sfaall faave tfae rigfat upon providing tfae Tnistee 
security and indemnity satisfactory to it against tfae costs, expoises and liabilities to be incurred therein or 
thereby, by an instrumoit in writing executed and delivered to the Trustee, to direct tfae metfaod and place of 
conducting all remedial proceedings to be taken by tfae Trustee under tfae Lidenture. 

Tfae Trustee may refiise to follow any direction tfaat conflicts wiib law, tfae Amended Trust 
Agreements or tfae Lidoiture or tfaat, tfae Trustee determines is prejudicial to rights of otfaer Ownera or would 
subject tfae Trustee to personal liability. 

Restriction on Owners' Action 

Ll addition to tfae otfaer restrictions on tfae rigfats of Ownera to request action upon tfae 
occurrence of an Event of Default and to enforce remedies set fortfa in die Lidoiture, no Owner of any of tiie 
Bonds shall have any right to institute any suit, action or proceeding in equity or at law for tfae oiforcement of 
any trust under tfae Indenture, or any otfaer remedy under tfae Lidenture or on said Bonds, unless sucfa Owner 
previously sfaall faave given to tfae Tnistee written notice of an Event of Default as provided in the Lidenture and 
unless the Ownera of not less dian 25% in aggregate principal amount of tfae Bonds then Outstanding shall faave 
made written request of tfae Trustee to institute any sucfa suit, action, proceeding or otfaer remedy, after tfae rigfat 
to exercise sucfa powera or rigfats of action^ as tfae case may be, sfaall faave accrued, and sfaall faave afforded flie 
Trustee a reasonable opportunity eitfaer to proceed to exercise tfae powera in the Lidoiture granted, or to institute 
such action, suit or proceeding in its or tfaeir name; nor unless tfaere also sfaall faave been offered to tfae Trustee 
security and indemnity satisfactoiy to it against flie costs, expenses and liabilities to be incurred tfaerein or 
tfaereby, and the Trustee sfaall not faave conqilied witfa sucfa request witfain a reasonable time; and sucfa 
notification, request and offer of indemnity are declared in eveiy sucfa case, at tfae option of the Tnistee, to be 
conditions precedoit to the execution of the trusts of the Indenture or for any otfaer remedy under the Lidoiture; 
it being underatood and intoided diat no one or more Ownera of the Bonds secured by Ifae Lidenture sfaall faave 
any rigfat in any manner whatever by his or tfaeir action to affect, disturb or prejudice tfae security of tfae 
Indenture, or to oiforce any rigfat under tfae Indenture or under tfae Bondsj except in tfae manner in tfae Lidenture 
provided, and tfaat all proceedings at law or in equity sfaall be instituted, faad and maintained in the manner in 
the Indenture provided, and for tfae equal benefit of all Ownera of Outstanding Bonds; subject, faowever, to tfae 
provisions of the Lidoiture and the Amended Trust Agreemoits. 

Ranedies Not Exdusive 

No remedy in the Lidenture conferred upon or reserved to the Trustee or to tfae Ownera of tfae 
Bonds is intoided to be exclusive of any otfaer remedy or reniedies, and eacfa and every sucfa remedy sfaall be 
cumulative, and sfaall be in addition to every otfaer remedy given under tfae Lidenture or now or faereafter 
existing at law or in equity or by statute. 

Waiver of Events of Default; Effect of Waivo* 

Tfae Trustee shall waive any Evoit of Default ,under the Lidoiture and its consequences upon 
the written request of tfae Ownera of at least a majority in aggregate principal amount of all Outstanding Bonds. 
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If any Evoit of Defiault sifaall faave beoi waived as in die Lidoiture, tfae Trustee sfaall pronqitiy give written 
notice of sudi waiver to tfae Autfaority and sfaall give notice tfaereof by firat class mail, postage prepaid to all 
Ownera of Outstanding Bonds if such Ownera had previously been given notices of such Event of Default; but 
no such waiver, rescission and annulment sfaall extend to or affect any subsequent Evoit of Default, or inqiair 
any ri^t or remedy consequoit tfaereon. 

No delay or omission of tfae Trustee or of any Owner of die Bonds to exercise any right or 
power accruing upon any defiault or Evoit of Default sfaall inqiair any sucfa right or power or shall be constmed 
to be a waiver of any sucfa default or Event of Default, or an acquiescence tfaerein; and every power and 
remedy givoi by the Indenture to the Trustee and to the Ownera of the Bonds, respectively, may be exercised 
firom time to time and as often as may be deemed expedioit. 

Application of Moneys 

Any moneys received by tfae Trustee puisuant to tfae Indenture pursuant to tfae exercise of 
remedies tfaereunder, togetfaer witfa any moneys wfaicfa upon tfae occurrence of an Evoit of Default are faeld by 
tfae Trustee in any of ffae fimds and accoimts under tfae Indenture (otfaer tfaan tfae Rebate Fund and otfaer than 
moneys faeld for Bonds not presented for payment) sfaall, after paymoit of all fees and expenses of tfae Trustee, 
and the fees and expenses of its counsel, be applied as follows, subject to the terms of the Amended Trust 
Agreements: 

(a) unless tfae principal of all of tfae Outstanding Bonds sfaall be due and payable, 

FIRST - To tfae payment of the persons oititied thereto of all 
installmoits of interest tfaen due on tfae Bonds, in tfae order of tfae maturity of tfae 
installments of sucfa interest and, if tfae amount available sfaall not be sufficient to 
pay in fiill any particular installment, tfaen to tfae payment ratably, according to 
tfae amoimts due on sucfa installment, to tfae persons oititied tfaereto, witfaout any 
discrimination or privilege; 

SECOND - To tfae payment of tfae persons oititied thereto of the unpaid 
principal of and premium, if any, on any of the Bonds whicfa sifaall have become 
due (oflier than Bonds matured or called for redenqition for tfae paymoit of 
vMcb moneys are held pursuant to the provisions of the Indenture), in tfae order 
of tfaeir due dates and, if tfae amount available shall not be sufficioit to pay in 
fiill ffae principal of and premium, if any, on sucfa Bonds due on any particular 
date, tfaen to tfae payment ratably, according to tfae amount due on such date, to 
the persons oititied tfaereto widiout any discrimination or privilege; and 

THIRD - To be faeld for tfae paymoit to tfae persons entitled tfaereto as 
the same shall become due of tfae principal of, interest, and premium, if any, on 
die Bonds, wfaicfa may tfaereafter liecome due eitfaer at maturity or upon call for 
redenqition prior to maturity and, if tfae amount available sfaall not be sufficient 
to pay in fidl sucfa principal and premium, if any, due on any particular date, 
togetfaer witfa interest tfaoi due and owing tfaereon, payment sfaall be made in 
accoidance with die FIRST and SECOND paragraphs above. 

(b) if the principal of all of the Outstanding Bonds sifaall be due and payable, to tfae 
paymoit of tfae principal, premium, if any, and interest tfaen due and unpaid upon tfae 
Outstanding Bonds witfaout preferoice or priority of any of principal, premium or interest 
ova: die ofliera or of any instidlmoit of interest, or of any Outstanding Bond over any otfaer 
Outstanding Bond, ratably, according to the amoimts due respectively for principal, 
premium, and interest, to tfae persons entitled fliereto witfaout any discrimination or 
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preference except as to any differoice in tfae respective amounts of interest specified in tfae 
Outstanding Bonds. 

Whatever moneys are to be iqiplied pursuant to the above, such moneys shall be applied at 
such times, and from time to time, as tfae Trustee sfaall determine, faaving due regard to tfae aniount of sucfa 
moneys available for application and tfae likdifaood of additional moneys becoming available for sucfa 
application in tfae fiiture. The Trustee shall give, by mailing by firat class maU as it may deem qipropriate, 
such notice of tfae dqiosit witfa it of any such moneys. 

Discharge of Bonds 

If the Aufliority shall pay or cause to be paid or tfaere sfaall otfaerwise be paid to tfae Ownera 
of all Outstanding Bonds tfae interest tfaereon and tfae principal tfaereof and tfae redenqition premiums, if any, 
tfaereon at tfae times and in die manner stipulated in tfae Lidoiture and therein, tfaoi tfae Ownera of sucfa Bonds 
sfaall cease to be oititied to die pledge of tfae Revenues as provided in tfae Indenture, and all agreements, 
covoiants and other obligations of the Authority to the Ownera of sucfa Bonds under tfae Indenture sliall 
tfaereupon cease, tenninate and become void and be discfaarged and satisfied. In such evoit, the Trustee sfaall 
execute and deliver to tfae Autfaority all sucfa instruments as may be necessaiy or desirable to evidence such 
discharge and satisfaction, and the Trustee shall pay over or deliver to the Autfaority all money or securities 
faeld by it pursuant to tiie Indenture wfaicfa are not required for tfae payment of tfae interest on and principal of 
and redenqition premiums, if any, on sucfa Bonds. 

Subject to tfae provisions of tfae Lidoiture, v/bisa. any of tfae Bonds sfaall faave beoi paid and 
if, at tfae time of sucfa paymoit, tfae Autfaority sfaall faave kept, perfonned and observed all tfae covoiants and 
promises in such Bonds and in die Lidoiture required or contenqilated to be kqit, perfonned and observed by 
the Autfaority or on its part on or prior to tfaat time, tfaen die Lidoiture sfaall be considered to faave beoi 
discfaarged in respect of sucfa Bonds and sucfa Bonds sfaall cease to be entitied to die lioi of tfae Lidenture and 
sucfa lioi and all covenants, agreements and otfaer obligations of tfae Autfaority under tfae Lidenture sfaall cease, 
terminate, become void and be completely discfaarged as to sucfa Bonds. 

Notwitfastanding die satisfaction and discfaarge of Ifae Indenture or flie disduu'ge of the 
Lidenture in respect of any Bonds, tfaose provisions of flie Lidoiture relating to tfae maturity of the Bonds, 
interest payments and dates Ihereof, toider and exchange provisions, excfaange and transfer of Bonds, 
rqilacemoit of mutilated, destroyed, lost or stoloi Bonds, tfae safdceeping and cancellation of Bonds, 
nonpresoitmoit of Bonds, and tfae duties of flie Trustee in connection witfa all of tfae foregoing, remain in 
effect and sfaall be binding upon the Trastee and the Ownera of tfae Bonds and die Trustee sfaall continue to be 
obligated to bold in trust any moneys or investments tfaen faeld by tfae Trustee for tfae payment of tfae principal 
of, redenqition premium, if any, and interest on the Bonds, to pay to the Ownera of Bonds the funds so faeld 
by tfae Trustee as and when such payment becomes due. Notwithstanding tfae satisfaction and discfaarge of the 
Indoiture or the discfaarge of die Lidoiture in respect of any Bonds, tfaose provisions of tfae Lidoiture 
contained tfaerein relating to flie tax-exenqit status of interest on tfae Bonds and relating to tfae conqioisation of 
tfae Trustee sfaall remain in effect and sfaall be binding upon the Trustee and tfae Autfaority. 

Defeasance of Bonds 

Any Outstanding Bonds sbaU prior to tfae maturity date or redenqition date tfaereof be deemed 
to have beoi paid witfain tfae meaning of and witfa tfae effect expressed in tfae provisions of tfae Lidoiture 
regarding discfaarge of Bonds in case any of sucfa Bonds are to be redeemed on any date prior to tfaeir maturity 
date, die Autfaority sfaall faave given to Ifae Tnistee in form satisfactory to it irrevocable instractions to mail, on 
a date in accoidance witfa die provisions of tfae Lidoiture, notice of redemption of sucfa Bonds on said 
redemption date, said notice to be given in accordance with tfae Lidoiture, (2) there sfaall have beoi deposited 
witfa tfae Trustee either (A) money in an amount which shall be sufficient or (B) Permitted Investments of tfae 
type described in clause (1) of such definition which are not subject to redenqition prior to maturity except by 
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flie holder fliereof (including any such Permitted Livestmoits issued or held in book-oitiy form on the books 
of tfae Dqiartmait of the Treasury of the United States of America) or tax-exenqit securities rated AAA or its 
equivalent by a nationally recognized rating agoicy, including Standard & Poor's Coiporation and Moody's 
Investora Service if each is then rating tfae Bonds, tfae interest on and principal of wfaicfa v^en paid will 
provide money \^cfa, togetfaer witfa tfae money, if any, deposited witfa tfae Trustee at the same time, sfaall, as 
verified by an indepoident Certified Public Accountant or otfaer indqiaidoit financial consultant acceptable to 
tfae Trustee, be sufficioit to pay wfaoi due tfae interest to become due on such Bonds on and prior to the 
maturity date or redenqition date tfaereof, as the case may be, and tfae principal of and redenqition premiums, 
if any, witfa respect to sucfa Bonds, and (3) in tfae event sucfa Bonds are not by tfaeir terms subject to 
redenqition witfain tfae next succeeding 60 days, tfae Audiority sifaall faave givoi tfae Trastee in foim satisfiu:toiy 
to it inevocable instructions to mail as soon as practicable, a notice to (he Ownera of such Bonds tfaat tfae 
deposit required by clause (2) above faas beoi made witfa tfae Trastee and tfaat sucfa Bonds are deemed to faave 
been paid in accordance witfa tfae Lidenture and stating tfae maturity date or redenqition date upon wfaicfa 
money is to lie available for tfae payment of tfae principal of and redenqition premiums, if any, on such Bonds. 

Undaimed Money 

Anything contained in tfae Lidenture to tfae contrary notwitfastanding, any money faeld by tfae 
Trustee in trust for die payment and discfaarge of any of tfae Bonds wfaicfa remains unclaimed for two yeara 
after tfae date wfaen sucfa Bonds faave become due and payable, eitfaer at tfaeir stated maturity dates or by call 
for redenqition prior to maturity, if sucfa money was faeld by tfae Trustee at such date, or for two yeara after 
the date of deposit of sucfa money if deposited witfa tfae Trustee sfaall at tfae Writtoi Request of tfae Autfaority 
be rqiaid by tfae Trustee to tfae Autfaority as its absolute property firee firom trust, and die Trustee sihall 
thereupon be released and discharged with respect tfaoreto and tfae Ownera sihall look only to flie Authority for 
the payment of sucfa Bonds; provided, however, that before being required to make any such paymoit to flie 
Authority, tfae Trustee shall, at flie expoise of the Autfaority, cause to be publisfaed once a wed: for two 
successive wedcs in a Financial Newspaper, a notice tfaat such money remains unclaimed and tfaat, after a date 
named in such notice, which date shall not be less than 30 days after the date of tfae firat publication of each 
such notice, the balance of sucfa money tfaen unclaimed will be retumed to (be Autfaority. 
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DEFINITIONS RELATING TO THE 1986 OBLIGATIONS 

Tfae term 'Assignment Agreement* means tfaat certain Assignment Agreemoit of Leases and 
of Site Lease dated as of May 1, 1986 by and betweoi Rauscfaer Pierce Refsnes Leasing, Inc. (*Rauscher*) 
and Bank of America National Trust and Savings Association, as amended by tfae Firat Amoidmoit to 
Assignment Agreement dated as of April 1, 1994 by and among tfae Coiporation, as successor in interest to 
Rauscfaer, tfae Trustee and die Refimding Bonds Trustee. 

Tfae term *Corporation' means tfae City of San Diego/MTDB Autfaority, a joint powera 
agency created by the City and tfae San Diego Metropolitan Transit Developmoit Board pursuant to Caiifomia 
Govemmoit Code Sections 6500 et seg. 

Tfae term 'Firat Supplemental Trust Agreement' means tfais Firat Supplemental Trust 
Agreemoit dated as of April 1, 1994 by and among Firat Interatate Bank of California, as successor tnistee to 
Bank of America Natiomd Trast and Savings Association, tfae Coiporation, as successor in interest to 
Rauscfaer, and tfae City. 

Tfae term 'Lease Agreement' means tfaat certain Lease Agreement dated as of May 1, 1986 
by and betweoi tfae City and Rauscfaer, as amended by tfae Firat Amendment to Lease Agreement dated as of 
April 1, 1994 by and between tfae City and tfae Corporation, as successor in interest to Rauscher. 

The term 'Lease Payments' means, collectively. Old Lease Payments and New Lease 
Payments. 

Tfae term 'New Lease Payments' means tfae Lease Payments described as sucfa in tfae Lease 
Agreement, payable on eacfa Lease Payment Date to tfae Refimding Bonds Trustee, as assignee of tfae 
Coiporation. 

Tfae term 'Old Lease Payments' means tfae Lease Paymoits described as sucfa in tfae Lease 
Agreement, payable on each Lease Paymoit Date to the Trustee or its assignee as described tfaerein. 

Tfae term 'Redemption Account of tfae Revenue Fund' means tfae account by (faat name 
established and maintained pursuant to the Refimding Bonds Indenture. 

The term 'Refimding Bonds* means the City of San Diego/MTDB Aufliority Lease Revenue 
Bonds (1994 Refimdings). 

Tfae term 'Refimding Bonds Indenture' means tfae Lidenture dated as of April 1, 1994 by and 
between tfae City of San Diego/MTDB Autfaority and tfae Refimding Bonds Trustee, as amended. 

Tfae term 'Refimding Bonds Trustee' means Firat Literatate Bank of Caiifomia, as trustee for 
tfae Refimding Bonds, and any successor. 

The term 'Revenue Fund' means tfae fimd by tfaat name establisfaed and maintained pursuant 
to tfae Refunding Bonds Indenture. 

Tfae term 'Trust Agreement' means tfaat certain Trust Agreement dated as of May 1, 1986 
by and among Rauscher, the City and Bank of America National Trust and Savings Association, as trastee, as 
amoided and supplemented by tfae Firat Supplemental Trust Agreement. 
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THE LEASE AGREEMENT (1986 OBLIGATIONS) 

Tfae City and Rauscfaer entered into tfae Lease Agreement to provide for flie lease of tfae 
Projects. Tfae City Council approved tfae Lease Agreemoit tfarougfa an ordinance adopted by tfae City Council 
of tbe City on June 2, 1986. Tfae City of San Diego/MTDB Autfaority succeeded to tfae interests of Rauscfaer 
by resolution of tfae City Council of the City and certain instruments executed in connection (herewi(h in May 
1988. 

The term of (be Lease Agreement commences on tfae date of recordation of tfae Lease 
Agreement in tfae office of tfae San Diego County Recorder and oids on Sqitember 1, 2005 (provided, 
faowever, tfaat if on sucfa date any Lease Payments remain unpaid, tfae Lease Agreement sfaall remain in fidl 
force and effect until all Lease Payments are paid in fiill) pr sucfa earlier time as (i) tfae Coiporation sfaall 
terminate tfae Lease Agreemoit following default by tfae City under tfae Lease Agreement, (ii) tfae City sfaall 
pay all Lease Payments due during the term of the Lease Agreement or sifaall exercise its option to purcfaase 
tfae Projects, whereupon titie to the Projects shall pass to the.City pursuant to die Lease Agreement or (iii) tfae 
wfaole of tfae Projects shall be taken flirough tfae power of eminoit domain. 

Lease Payments; Abatonent 

The City has agreed to pay tfae Lease Payments to tfae Coiporation, tfaree business days 
before eacfa Payment Date, as rental for tfae use and possession of eacfa of tfae Projects. Eacfa Lease Payment 
and principal and interest conqxinoit tfaereof sfaall rqiresoit payments widi respect to eacfa Project as follows: 
6 percoit (faereof sfaall rqiresoit payments for tfae use and occupancy of tfae Soutfaeastem Division Police 
Station Project; 7 percoit diall represent payments for tfae use and occupancy of tfae Western Division Police 
Station Project; 79 percent sifaall represent payments for the use and occupancy of the Police Administration 
and Tecfanical Center Project; and 8 percent diall represent payments for tfae use and occupancy of tfae Heavy 
Vdiicle Maintenance Facility Project. Any amounts on deposit in tfae Lease Payment Fund on eacfa lease 
paymoit date will be credit^ to tfae Lease Payment tfaen due. Tfae City faas agreed to budget and appropriate 
the Lease Paymoits for the Projects in eacfa year during the term of the Lease Agreement and to provide tfae 
Tnistee witfa a certificate of tfae City Manager tfaat sucfa appropriation faas beoi included in its final budget 
witfain twoity days after die adoption of sucfa budget. 

Tfae Lease Paymoits for tfae Projects sfaall be abated during any period in wfaicfa, due to 
damage or destruction, tfaere is a substantial interference with the City's use and possession of any of tfae 
Projects. Such abatement shall be in proportion to the portions of tfae Project or Projects so damaged or 
destroyed. The City has agreed to procure rental interraption insurance to cover sucfa abatemoit resulting 
from faazards covered by tfae fire and extoided coverage insurance policy described below, in an amount 
sufficioit to pay Lease Payments for a period of twelve montfas. See 'Insurance* below. 

City's Budget 

Tfae Qty covoiants to include all Lease Payments and otfaer payments due under tfae terms of 
the Lease Agreement during any fiscal year in its budget for sucfa year, and fiirther covoiants to make tfae 
necessary tqipropriations tfaerefor. Tfae Lease Agreement provides tfaat tfae several actions required by sucfa 
covenants sfaall be constraed to be ministerial duties inqiosed by law and it shall be tfae duty of eacfa and every 
public official of tfae City to take such action and do such things as are required by law in tfae performance of 
tfae official duty of sucfa officials to enable the City to cany out and perform the covenants and agreemoits in 
the Lease Agreemoit agreed to be carried out and perfomed by the City. 
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Tide 

Throughout the term of the Lease Agreemoit, titie to the Projects, and each and every 
portion tfaereof, sfaall remain vested in tfae Autfaority, subject to Permitted Encumbrances. Permitted 
Encumbrances are defined to include liois for taxes and assessments not tfaoi delinquent; easements, rigfats of 
way and otfaer rigfats, covoiants, conditions or restrictions wfaicfa do not inqiair or impede construction or use 
of tfae Projects; and tfae Assignment Agreemoit and tfae Lease Agreement. Upon expiration of tfae term of tfae 
Lease Agreement, titie to tfae Projects shall automatically vest in the City. 

Maintenance, Utilities, Taxes and Modifications 

Tfae City, at its own expense, faas agreed to maintain tfae Projects in good repair, pronqitiy 
and efficientiy so tfaat tfae Projects will at all times remain free firom neglect, damage or destruction. Tfae 
Authority has no responsibility for sucfa rqiair. Tfae City has tfae power to make modifications and additions 
to tfae Projects wfaicfa do not damage or substantially alter tfae nature of tfae Projects or reduce (he value of tfae 
Projects to a value substantially less tfaan tfaat wfaicfa existed prior to sucfa modification or inqirovement. Any 
such modifications or inqirovements to tfae Projects will automatically become subject to tfae Lease Agreement. 
Tfae City must pay or cause to be paid all taxes, otfaer govemmental cfaarges and assessments witfa respect to 
tfae Projects, including property taxes but excluding income, profit or estate taxes payable by tfae Autfaority or 
Trustee unless sucfa property taxes are being contested by tfae City as provided in tfae Lease Agreement. Witfa 
tfae City's consoit to tfae assignmoit of tfae Lease Agreement to tfae Autfaority, (he property tax liability of the 
City has been minimized or eliminated. 

Assignment of Warranties 

Pursuant to the Lease Agreement, tfae Corporation assigns to tfae City all warranties witfa 
respect to tfae Projects. 

Insurance 

Agreement. 
Certain of the provisions below are clarified fiirtfaer by tfae Firat Amendment to Lease 

Tfae Lease Agreement requires tfae City to maintain or cause to be maintamed tfae following 
insurance against risk of pfaysical damage to Project structures and odier risks for tfae protection of tfae ownera 
of obligations payable firom Lease Payments, tfae Corporation and tfae Trustee: 

(1) Public Liability and Property Damage. Minimum coverages sfaall be 
$1,000,000 for personal injury or deatfa of two or more person per accident or person and 
$3,000,000 for personal injury or deatfa per event (subject to a deductible clause of not to 
exceed $250,000) and property damage insurance in a minimum ainount of $150,000 per 
accidoit or evoit. Sucfa insurance sfaall be obtained by the City upon taking possession of 
tfae Projects and maintained tfaereafter for tfae remainder of the term of the Lease Agreement, 
and may be earned in conjunction witfa any otfaer liability insurance coverage canied by tfae 
City and may be maintained in whole or in part in the form of self-insurance by tfae City. 

(2) Fire and Extended Coverage. Coverage sfaall include loss or damage to any 
part of the Projects by fire and lightning, widi extended coverage of loss or damage by 
vandalism, malicious miscfaief, explosion, wind storm, riot, aircraft, vdiicle damage, smoke 
and otfaer faazards normally covered. Coverage sfaall be equal to tfae greater of 100% of 
replacement cost of tfae Projects or the principal amount of the outstanding 1986 Obligations 
and a corresponding portion of Refimding Bonds. Sucfa insurance may be subject to a 
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deductible clause of not to exceed $250,000 for any one loss. Such insurance sfaall be 
maintained tfarougfaout tfae term of tfae Lease Agreemoit, except tfaat during constniction of 
die Police Administration and Tecfanical Center Project tfae City sfaall procure and maintain 
sucfa insurance only if such insurance is not provided by the Contractor, and may be carried 
in conjunction with any otfaer fire and extoided coverage insurance carried or required to be 
carried by (fae City and may be maintained in «4iole or in part in tfae form of self-insurance 
by tfae City. 

(3) Earthquake Lisurance. Earthquake insurance sfaall be maintained only if 
commercially available. In the event such eartfaquake insurance shall at any time during the 
term of tfae Lease Agreement not be commercially available, tfae City sfaall not be obligated 
to maintain eardiquake insurance during sucfa period, provided, faowever, tfaat in tfae event of 
an uninsured loss to a Project caused by eartfaquake the City shall apply for and use its best 
efforts to obtain financial assistance from tfae United States of America to be used for tfae 
rqiair, reconstruction or replacement of sucfa Project and in tfae event tfae City does not 
maintain eartfaquake insurance tfae City shall maintain rental interraption insurance in an 
additional ainount equal to tfae maximum Lease Payments payable in a twelve montfa period. 

(4) Rental Litermption Lisurance. Coverage sbaU be in an amount sufficioit to 
make Lease Payments for a period of at least twelve montfas during wfaicfa tfae use of tfae 
Projects is interrapted as a result of any of tfae faazards covered by tfae fire and extended 
coverage insurance. See *Fire and Extoided Coverage* above. Sucfa insurance sfaall be 
maintained throughout the term of the Lease Agreement. Tfae City may self-insure for roital 
interraption insurance but only by segregating reserves in a specified account equal to tfae 
insurance amount required. 

(5) Title Insurance. Tfae Corporation will obtain a policy of titie insurance 
wUcfa shall insure the Coiporation's fee titie to tfae Projects, including the sites on which the 
Heavy Vdiicle Maintenance Facility Project and the Police Administration and Technical 
Colter Project are located, and the City's titie in the leasdiold estate in tfae Projects and tfae 
sites on wfaicfa Soutfaeastem Division Police Station Project and the Western Division Police 
Station Project are located, subject only to sucfa exceptions as are acceptable to tfae City. 

All policies of insurance except tfae policy of public liability and property damage insurance 
must provide tfaat tfae net proceeds tfaereof paid witfa respect to tfae Projects, remaining after payment of all 
expoises incurred in tfae collection of sucfa proceeds (tfae *Net Proceeds*), sfaall be payable to die Trustee. 
Tfae Net Proceeds of insurance sfaall be dqiosited in tfae Insurance and Condemnation Fund under tfae Trust 
Agreemoit to be applied to rebuild the Projects or redeem outstanding 1986 Obligations and a corresponding 
portion of Refimding Bonds. The City has agreed to pay, or cause to be paid, >^en due die premiums on all 
insurance policies and to fiimisfa evidence of sucfa payments pronqitiy to tfae Trustee. 

Damage or Destruction of the Projects 

Ll tfae evoit of damage or destruction of any of tfae Projects, tfae City, at its option, may (i) 
provided tfaat tfae City reasonably determines that the Project may be repaired or rebuilt during tfae period for 
wfaicfa Net Proceeds of rental interraption insurance are available, rebuild and repair tfae Project, (ii) use any 
insurance proceeds to redeem 1986 Obligations and a corresponding portion of Refimding Bonds, wfaereupon 
remaining Lease Paymoits sfaall be abated proportionally or (iii) terminate the Lease Agreement and use any 
insurance proceeds to redeem in whole tfae outstanding 1986 Obligations and a corresponding portion of 
Refimding Bonds. However, in the evoit that insurance proceeds are insufficioit to rqiair tfae Project or to 
prepay Lease Payments or redeem in fiill the outstanding 1986 Obligations and a corresponding portion of 
Refimding Bonds and the City's Lease Payments are abated, tfaere could be insufficient funds to make 
payments to tfae ownera of 1986 Obligations and a corresponding portion of Refimding Bonds. 
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I^ninent Domain 

Ll tfae event of the exercise of eminoit domain with reqiect to any of the Projects or any of 
the related sites, the City is required to dqiosit die Net Proceeds of any condemnation award in the Insurance 
and Condemnation Fund held by the Trustee under the Trust Agreemoit. Sucfa proceeds sifaall be applied to 
prqiayment of Lease Paymoits or redenqition of outstanding 1986 Obligations and a corresponding portion of 
Refimding Bonds, pursuant to tfae Trust Agreemoit. However, if any of the Projects are condemned and tfae 
Net Proceeds of condemnation are insufficioit to provide prepaymoit in fiill of tfae principal conqionent of tfae 
unpaid Lease Paymoits allocated to such Project, there may be insufficient fimds available under ffae Trust 
Agreement to redeem 1986 Obligations and a conesponding portion of Refimding Bonds at a redemption price 
of 100% of die principal amount tfaereof plus accraed interest to the date of redenqition. Li the evoit less tfaan 
all of die Projects or sites sfaall be condemned, die Lease Agreement sfaall continue in full force and effect and 
tfae Lease Payments sfaall be abated in proportion to tfae unusable portion of (fae Projects resulting fixim sucfa 
condemnation; faowever, if tfae Net Proceeds of such condemnation are insuffident to conqiensate for the 
portion of Lease Paymoits so abated, there may be insufficient fimds available under tfae "Trust Agreement to 
pay tfae 1986 Obligations and a corresponding portion of Refunding Bonds in fiill. Pursuant to tfae Lease 
Agreement, tfae City faas covenanted (i) to contest any condemnation award wfaicfa is insufficioit to retire at 
face value tfae principal amount of 1986 Obligations and a corresponding portion of Refimding Bonds 
attributable to tfae condemned portion of any Project and (ii) if die City exercises its right of eminoit domain 
with respect to any Project, resulting in mandatoiy redenqition of 1986 Obligations and a corresponding 
portion of Refimding Bonds, to award an amount sufficioit to redeem outstanding 1986 Obligations and a 
corresponding portion of Refimding Bonds in wfaole at tfae applicable redenqition price, plus accrued interest to 
tfae date of redenqition. 

Assignment; Subleases 

Tfae Coiporation faas assigned certain of its rigfats under tfae Lease Agreement, including tfae 
rigfats to receive and enforce payment of tfae Lease Payments, to the Trustee pursuant to tfae Assignment 
Agreemoit. Tfae City may not assign its interest under tfae Lease Agreemoit. However, (fae City may 
sublease any of tfae Projects in wfaole or in part under tfae conditions contained in tfae Lease Agreement, 
including tfae conditions tfaat tfae City sfaall remain primarily liable under tfae Lease Agreemoit and tfaat sucfa 
sublease sfaall not cause tfae interest conqionent of tfae Lease Payments to be subject to federal or California 
state income taxes. 

Events of Default 

Tfae following constitute "events of default* under tfae Lease Agreement: 

(a) Failure by the City to make any Lease Payment (other tfaan Lease Paymoits or any 
portion tfaereof abated pursuant to tfae Lease Agreemoit) or otfaer payment required 
under the Lease Agreement when due; 

(b) Failure by tfae City to conqily witfa tfae provisions of tfae Lease Agreement or default 
in the performance or observance of any covenant, agreement or condition on its 
part contained herein, other tfaan default described in (i) above, and tfae continuance 
of such failure for a period of thirty days after written notice faereof by the Trustee, 
the Coiporation or the ownera of not less tfaan five percent in aggregate principal 
amount of 1986 Obligations tfaen outstanding; provided, faowever, tfaat if (he failure 
cannot be corrected witfain tfaat period of time, consent to an extension sfaall not be 
unreasonably witfafaeld if tfae City institutes and diligoitiy pursues corrective action; 
or 
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(c) Certain events relating to bankraptcy of tfae City or die inability of tfae City to pay 
its ddits. 

Upon tfae occurroice and continuance of any evoit of default described in (i) or (iii) above, 
die Trustee, as assignee of tfae Autfaority, sfaall, and upon tfae occurroice and continuance of an evoit of 
definilt described in (ii) above, tfae Trustee may, witfaout terminating tfae Lease Agreement, proceed to (a) 
re-oiter and take possession of the Projects and, if the Trustee deems it tqipropriate, exclude die City from 
using tfaem until tfae default is cured, faolding tfae City liable for ibe Lease Payments and otfaer amounts 
payable by tfae City pursuant to tfae Lease Agreement; (b) re-oiter and take possession of tfae Projects and 
lease the Projects to a tfaird party for tfae account of tfae City, faolding tfae City liable for tfae difference 
betweoi die aniount received under sucfa lease and tfae Lease Paymoits payable by tfae City under ffae Lease 
Agreemoit; or (c) take wfaatever action at law or in equity may appear necessaiy or desirable to oiforce its 
rigfats as assignee of die Corporation and tfae owner of tfae Projects; provided fliere shall be no right to declare 
tfae Lease Paymoits not tfaoi in default to be immediately due and payable. 

Option to Prepay; Option to Purchase 

Under tfae Lease Agreement, (fae Corporation grants to tfae City options to prepay tfae 
principal conqionoit of Lease Paymoits in part or to purcfaase tfae Projects in wfaole or in part, on or after 
September 1, 1993 witfa respect to tfae 1986 Obligations, and on or after Septeniber 1, 2004 with respect to a 
coneqionding portion of Refimding Bonds, but only if the City is not in default under subparagnqihs (a) or (c) 
of tfae section oititied *Events of Default* above. The City may exercise its option to make such prepayments 
or purchase tiie Projects oh sixty days' prior written notice to the Corporation and the Trustee by paying, at 
least three business days prior to any Payment Date on or after September 1, 1993 (witfa respect to tfae 1986 
Obligations), or on or after September 1, 2004 (witfa respect to tfae related Refimding Bonds), tfae prepayment 
or purcfaase price flierefor as set fortfa in tfae Lease Agreement of all tfae Projects. Such prepaymoit or 
purchase price sfaall be equal to the amount necessaiy to prepay in wfaole or in part (fae unpaid principal 
conqionent of Lease Payments allocable to tfae Projects or portion tfaereof to be purchased and attributable to 
1986 Obligations or a corresponding portion of Refunding Bonds in accordance with the Trust Agreemoit or 
(he Refimding Bonds Lidoiture, as applicable, plus premium, if any. 

In the evoit of sucfa prepaymoit, tfae amount of Lease Paymoits to be paid by tfae City over 
tfae remaining teim of flie Lease Agreement shall be adjusted to effect sucfa prqiayment. 

* 
Any amoimt available in tfae Reserve Fund, Lease Payment Fund and Insurance and 

Condemnation Fund diall be applied toward payment of tfae purcfaase price of all tfae Projects. Such purcfaase 
price sfaall be deposited in tfae Lease Payment Fund to be applied to tfae redenqition of tfae 1986 Obligations or 
a corresponding portion of Refimding Bonds. 

Upon exercise of tfae City's option to purcfaase the Projects and tfae redenqition of tfae 1986 
Obligations and a corresponding portion of Refunding Bonds in wfaole, all rigfat, titie, and interest of ffae 
Coiporation in tfae Projects shall be transferred to the City. 
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THE ASSIGNMENT AGREEMENT (1986 OBLIGATIONS) 

Pursuant to the Assignmoit Agreement dated as of May 1, 1986 betweoi Rauscfaer and tfae 
Trustee, Rauscher assigned to the Trustee for the benefit pf flie Ownera of flie 1986 Obligations (i) all its 
rights and interest in flie Lease Agreement, including tfae rigfat to recdve Lease Paymoits payable by (he City 
and to enforce payment of such Lease Payments when due or otfaerwise protect its intaest in tfae evoit of a 
defiault by tfae City; and (ii) all its rigfats and interest under all bonds, insurance, indemnities, guarantees and 
warranties (to tfae extoit not assigned to tfae City under tfae Lease Agreemoit) in connection witfa tfae 
constraction, developmoit and leasing of die Projects. 

THE TRUST AGREEMENT (1986 OBLIGATIONS) 

Trustee 

Tfae Trustee is appointed pursuant to tfae Trust Agreement to execute and deliver (fae. 1986 
Obligations and to act as a dqxisitory of amounts faeld thereunder. Tfae Trustee is required to malre dqiosits 
into and witfadrawal from fimds, and invest amounts faeld under tfae Trust Agreement in Pennitted Investmoits 
(see 'Investment of Funds* below) in accordance witfa tfae City's instructions. The Tnistee will act in a 
ministerial and passive capacity, excqit to the extent tfaat, in tfae event of a defiiult in paymoit under tfae Lease 
Agreement, tfae Trustee sfaall exercise tfae rigfats of tfae Corporation witfa respect to default. 

Creation of Funds and Disposition of IVoceeds 

Tfae Trust Agreemoit creates tfae Lease Payment Fund, tfae Construction Fund, the Lisurance 
and Condemnation Fund and tfae Reserve Fund, all to be faeld by tfae Trastee. 

Lease Payment Fund. All Lease Paymoits received firom tfae City sliall be dqiosited in said 
fimd. Moneys in tfae Lease Payment Fund will be applied to tfae payment of principal and interest with respect 
to the 1986 Obligations as each becomes due. 

TngiiratifA and Condemnation Fund. The Net Proceeds of insurance or condemnation award 
witfa reqiect to any Project sfaall be paid to ffae Trustee and dqiosited in the Lisurance and Condemnation 
Fund. Such Net Proceeds sfaall be applied to tfae prompt replacemoit, repair, restoration, modification or 
improvemoit of tfae Projects or utilized to.prqiay Lease Paymoits and redeem 1986 Obligations (see 
'Insurance and Condemnation Awards' below). Any balance of Net Proceeds remaining after rqilacement, 
rqiair, restoration, modification, or inqirovemoit of tfae Project faas beoi completed sfaall be dqiosited in tfae 
Lease Payment Fund and applied as a credit against tfae next subsequoit Lease Paymoits. 

Reserve Fund. An amount equal to $6,110,000 (tfae 'Reserve Requiremoit*) has beoi 
dqiosited in tfae Reserve Fund and is used as a reserve for tfae paymoit of tfae outstanding 1986 Obligations in 
tfae event amounts in tfae Lease Paymoit Fund are insufficient dierefor. In tfae evoit tfaat tfae application of 
amounts in (fae Lease Paymoit Fund and tfae Reserve Fund sfaall be insufficient to pay amounts due on tfae 
outstanding 1986 Obligations, amounts in tfae Lease Payment Fund and tfae Reserve Fund are required to be 
applied, firat to tfae paymoit of interest on tfae outstanding 1986 Obligations, pro rata if necessary, and tfaen to 
tfae payment of unpaid principal, pro rata if necessaiy and tfae Trustee sfaall notify AMBAC (tfae *Lisurer*) of 
tfae remaining deficiency five days prior to tfae Payment Date. Upon receipt of any delinquent Lease Payment 
witii respect to which moneys have beoi advanced firom the Reserve Fund, such Lease Paymoit eliall be 
deposited in the Reserve Fund to the extent of such advance. The Trustee is required to transfer at least 
semiannually any moneys in excess of tfae Reserve Requirement firom tfae Reserve Fund to tfae Lease Paymoit 
Fund. 
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Ihvestmait of Funds 

Tfae Trastee is required to invest all moneys faeld under tfae Trust Agreement in Pennitted 
Livestmoits, as directed by tfae City and if tfae City sfaall fail to direct tfae Trustee, tfae Tnistee sfaall invest 
sucfa proceeds in Pennitted Livestments, wfaicfa, in tfae judgmoit of tfae Trustee, are prudent investments and 
wfaidi yield tfae liigfaest obtainable yield. Permitted Investments consist of (i) direct obligations (including 
obligations issued or held in book entry form on the books of the Department of flie Treasury of tfae United 
States of America) of, or obligations (fae principal of and interest on wfaicfa are unconditionally guaranteed by, 
fhe United States of America; (ii) bonds, debentures or notes, or other evidences of indebtedness payable in 
casfa issued by any one or a combination of any of tfae following federal agoicies \(4ose obligations represoit 
fiill faith and credit of tfae United States of America: Export Liqiort Bank of tfae United States, Federal 
Housing Administration, Maritime Administration, Public Housing Autfaority, or Govemmoit National 
Mortgage Association; (iv) certificates of deposit secured at all times by collateral security described in (i) and 
(ii) above, issued by commercial banks, savings and loans associations, and mutual savings banks; (v) tfae 
following investmoits fiilly insured by tfae Federal Deposit Insurance Coiporation; (a) certificates of deposit, 
(b) savings accounts, (c) dqiosit accounts, or (d) depository receipts of banks, savings and loan associations, 
mutual savings banks; (vi) investment agreements approved by tfae Lisurer; and (vii) money maiket fimds rated 
in the higfaest categoiy by Standard & Poor's Corporation and Moody's Investora Service. 

Flow of Funds 

Lease Payments will be made in two installments at least tfaree business days prior to 
September 1 and March 1 of eacfa year until September 1, 2005, or until provision for redeeming die 1986 
Obligations faas beoi made. 

Pursuant to tfae terms of tfae Trust Agreement, all Lease Payments received by tfae Trustee, 
any proceeds from flie lease of tfae Projects by tfae Trastee after a default by tfae City, and any other moneys 
required to lie deposited pursuant to the Lease Agreement or Trust Agreement, shall be deposited in tfae Lease 
Payment Fund, except in tfaose cases wfaere sucfa fimds are required to be deposited in tfae Reserve Fund to 
remedy a deficioicy tfaerein resulting from a prior withdrawal to make payments with respect to the 1986 
Obligations. 

Tfae Trustee sfaall pronqitiy distribute on eacfa March 1 and Sqitember 1, those fimds on 
deposit in the Lease Paymoit Fund due to tfae ownera of tfae 1986 Obligations. If on any sucfa Payment Date 
tfae amount on hand in the Lease Payment Fund is insufficient to pay tfae interest or principal tfaen due, tfae 
Trustee will transfer tfae necessary amount from tfae Reserve Fund, and in tfae evoit a deficiency still remains 
in tfae Lease Payment Fund, tfae "rrustee sfaall apply moneys on faand in tfae Lease Paymoit Fund firat to the 
payment of interest past due with respect to all 1986 Obligations, pro rata if necessary, and second to tfae 
payment of die unpaid principal balance witfa respect to eacfa 1986 Obligation wfaicfa is tfaen past due, pro rata 
if necessary and sihall notify the Insurer of the deficiency five days prior to the Payment Date. 

Any surplus remaining in tfae Lease Paymoit Fund, after redenqition and payment of all 1986 
Obligations, including accraed interest (if any), and payment of any tqiplicable fees to the Trustee, or 
provision for such redenqition or paymoit faaving beoi made to tfae satisfaction of tfae Trustee, sfaall (hoi be 
remitted to the City. 

B - 2 8 



Insurance and Condemnation Awards 

Pursuant to the Lease Agreement, tfae Corporation faas provided a titie insurance policy witfa 
respect to eacfa Project payable to tfae Trustee in an amount at least equal to tfae aggregate principal amount of 
tfae 1986 Obligations allocated to such Project. The Trustee is required to deposit in the Lisurance and 
Condemnation Fund all proceeds derived from tfae policy of titie insurance. Tfae Net Proceeds of sucfa 
insurance are to be used as follows: (a) if tfae Trastee detennines tfaat tfae titie defect faas not materially 
affected tfae operation of any Project or tfae City's obligations under tfae Lease Agreement, tfae proceeds sfaall 
be transferred to tfae Lease Payment Fund as a credit against tfae next Lease Paymoit; or (b) if any Project is 
affected by such title defect and tfae Trastee determines that sucfa titie defect faas materially affected the 
operation of any Project or tfae City's ability to meet its obligations under tfae Lease Agreement, tfae proceeds 
sfaall be transferred to tfae Lease Payment Fund to be used to redeem tfae allocable proportion of 1986 
Obligations with respect to such Project; or (c) if a portion of a Project is affected by sucfa titie defect, tfae Net 
Proceeds sfaall be transferred to tfae Lease Payment Fund to be used to redeem 1986 Obligations allocated to 
sucfa Project in part and tfae remaining Lease Payments shall be abated in proportion to tfae portion of tfae 
Projects affected by sucfa defect. 

Tfae Tnistee is also required to deposit any Net Proceeds of insurance firom tfae destmction of 
any Projects into flie Lisurance and Condemnation Fund to be used to rebuild or repair tfae Project, unless 
otfaerwise requested by tfae City, or to redeem outstanding 1986 Obligations allocated to sucfa Project in wfaole 
or in part. 

If any Project sfaall be taken by eminent doinain proceedings, the Net Proceeds therefrom 
sfaall be deposited in tfae Insurance and Condemnation Fund and disbursed to tfae Lease Payment Fund to be 
used as follows: (a) if tfae Trastee determines tfaat sucfa proceedings have materially affected the use of tfae 
Project, to prepay Lease Payments and redeem 1986 Obligations allocated to sucfa Project; or (b) if a portion 
of the Project has beoi taken, to redeem 1986 Obligations allocated to such Project, in part, wfaereupon tfae 
remaining Lease Payments allocated to sucfa Project sfaall be abated in proportion to tfae unusable portion of 
tfae Project resulting firom sucfa taking. 

Tfae Trustee may obtain, at tfae City's expense, tfae rqiort of an indepoident engineer or 
otfaer independent consultant in order to make any deteimination witfa reiqiect to tfae application of sucfa Net 
Proceeds. 

Events of Default 

Upon (i) tfae occurrence of an event of default by tfae City under tfae Lease Agreement, or (ii) 
failure by the City or tfae Corporation to comply witfa tfae provisions of tfae Trust Agreement or default in tfae 
performance or observance of any otfaer covoiants, agreements or conditions on its part contained tfaerein, and 
tfae continuance of sucfa default for a period of thirty days after writtoi notice thereof faas beoi givoi to tfae 
defaulting party and/or tfae Trustee by tfae Trustee, the Coiporation or the ownera of not less than five percent 
in aggregate principal amoimt of 1986 Obligations tfaen outstanding, tfae Trustee may take all actions necessary 
to eliminate sucfa default, to recover damages tfaerefor, and to deposit any moneys received firom tfae City into 
tfae Lease Payment Fund. In tfae event tfae Trustee fails to take sufficient actions to eliminate such defaidt, the 
ownera of a majority in aggregate principal amount of 1986 Obligations tfaoi outstanding may institute any 
suit, action, mandamus or otfaer proceeding in equity or at law for tfae protection or oiforcemoit of any rigfat 
under the Lease Agreement or Trust Agreement, if and only if such ownera faave firat made written request of 
tfae Trustee after tfae rigfat to exercise sucfa powera or rigfat of action sfaall faave accraed, and sfaall faave 
afforded tfae Trustee a reasonable opportunity eitiier to proceed to exercise the powera therein granted or 
granted under tfae law or in equity or to institute sucfa action, suit or proceeding in its name, and in addition, 
unless tfae Trustee shall have been offered reasonable security and indemnity against tfae costs, expenses and 
liabilities to be incurred (herein or thereby, and the Trustee shall faave refiised or neglected to comply witfa 
such request within a reasonable time. Neither the Lease Agreement nor the Trust Agreement contains an 
express remedy upon default of acceleration of Lease Payments. 
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Amendment 

Tfae Trust Agreement may be amended only by agreement in writing among tfae City, tfae 
Trustee and the Authority and in the written consents of tfae Insurer and of the ownera of at least 60% of tfae 
aggregate principal amount of tfae 1986 Obligations tfaen outstanding provided tfaat no sucfa amendment sfaall 
(1) extend or faave tfae effect of extending the fixed maturity of any 1986 Obligations or reducing the interest 
rate witb respect tfaereto or extoiding the time of payment of interest, or reducing tfae amount of principal 
tfaereof or reducing any premium payable upon tfae redemption tfaereof, witfaout tfae express consent of the 
owner of such 1986 Obligations, or (2) reduce or have tfae effect of reducing die percentage of 1986 
Obligations required for tfae affinnative vote or written consent to an amendmoit or modification of tfae Lease 
Agreement, or (3) modify any of tfae rigfats or obligations of tfae Trustee without its written asset thereto. Tfae 
Trust Agreemoit and Lease Agreement may be amoided by agreement among tfae respective parties tfaereto, 
witfaout tfae consoit of tfae ownera of 1986 Obligations, but only for tfae purpose of (i) adding to the covenants 
and agreemoits of any party, additional covenants, or to surrender any rigfat or power tfaerein reserved to tfae 
City, (ii) curing any ambiguity, correcting defects, or supplementing any ambiguous provision contained 
tfaerein, (iii) in regard to questions arising under tfae Trust Agreement or Lease Agreement wfaicfa sfaall not 
adversely affect ownera of 1986 Obligations, (iv) to modify tfae legal description of tfae site to conform to 
requirements of tide insurance, (v) or to add provisions for the execution, delivery, negotidiility or exchange 
of bearer securities and coupons appertaining tfaereto, provided that any such amendment pursuant to (i) or (ii) 
above does not adversely affect the interests of tfae ownera of tfae 1986 Obligations or tfae exenqition from 
Federal income taxation of tfae interest conqionent of Lease Payments. 

Rights of Lisurer 

AMBAC Indemnity sfaall be deemed to be tfae bolder of tfae 1986 Obligations insured by 
AMBAC Indemnity: (i) at all times for tfae purpose of the execution and delivery of a Supplemental Trust 
Agreemoit of any amendment, change or modification of the Trust Agreement and tfae Lease Agreement or 
tfae initiation by ownera of 1986 Obligations of any action to be undertaken by tfae Trustee at tfae request of tfae 
holdera of tfae 1986 Obligations, wfaicfa under tfae Trust Agreement requires the written approval or consent of 
or can be initiated by tfae faoldera of a majority 60 percent in aggregate principal amount of tfae 1986 
Obligations at the time outstanding and (ii) following an Event of Default for all otfaer puiposes. 

Defeasance 

Upon payment of all outstanding 1986 Obligations, either at or before maturity, or upon the 
deposit witfa tfae Trustee of money or Pennitted Investments sufficioit witfa otfaer avaUable fimds to retire tfae 
1986 Obligations at or before maturity, upon giving or providing for the required notice to sucfa effect, all 
obligations of tfae Corporation, tfae Trustee and the City under the Trust Agreement with respect to all 
outstanding 1986 Obligations shall cease and terminate, except only tfae obligation of tfae Trastee to pay or 
cause to be paid amounts due to ownera of 1986 Obligations not surrendered and paid. 

In the evoit tfaat tfae principal and redemption price, if applicable, and interest due on tfae 
1986 Obligations sfaall be paid by AMBAC Indemnity pursuant to tfae Insurance Policy, tfae assignment and 
pledge of tfae Revenues and all covenants, agreements and other obligations of tfae City to tfae faoldera of tfae 
1986 Obligations sfaall continue to exist and AMBAC Indemnity sfaall be subrogated to tfae rigfats of sucfa 
faoldera. 

B - 3 0 



THE FIRST AMENDMENT TO LEASE AGREEMENT (1986 OBLIGATIONS) 

Assignment 

Tfae City imderatands and agrees that all New Lease Paymoits have been assigned to tfae Refimding 
Bonds Trustee for the benefit of tfae faoldera of tfae related Refunding Bonds, in eacfa case in trust, pursuant to 
tfae Assignmoit Agreement, as amended, and tfae City consents to sucfa assignment. Tfae Corporation directs 
tfae City, and tfae City agrees, to pay tfae Trustee at its Principal Coiporate Trust Office and tfae Refimding 
Bonds Trustee at sucfa address provided in writing by tfae Refimding Bonds Trustee to tfae City, all paymoits 
payable by tfae City to sucfa parties pursuant to tfae Lease Agreement and all amounts payable by tfae City to 
sucfa parties pursuant to tfae Lease Agreement. 

The Corporation's rights under the Lease Agreement, including the rigfat to receive and 
enforce paymoit of tfae Lease Payments to be made by the City under the Lease Agreement, have been 
assigned to the Trustee and tfae Refimding Bonds Trustee pursuant to tfae Assignment Agreement, to wfaicfa 
assignment tfae City consents. 

Eminent Domain; Defects in Title 

Tfae City covoiants to contest any condemnation award wfaicfa is insufficient to retire at face 
value tfae principal amount of 1986 Obligations and Refimding Bonds attributable to tfae portion of tfae Project 
taken under tfae power of eminent domain. In addition, tfae City covenants tfaat if tfae City ever exercises its 
rigfat of eminoit domain witfa respect to any Project or Site wfaicfa results in prepayment of 1986 Obligations 
pursuant to tfae Trust Agreement or tfae redemption of a corresponding portion of Refimding Bonds pursuant to 
tfae Refunding Bonds Lidoiture, tfae award resulting from such exercise of eminent domain will be sufficient to 
redeem all 1986 Obligations and a corresponding portion of Refimding Bonds tfaoi outstanding attributable to 
sucfa Project and Site, plus accraed interest to tfae redemption date. 

If a defect in titie to a Project or Site or die City's leasefaold estate in a Project or Site does 
not materially affect tfae operation of tfae Project or tfae City's obligation to pay Lease Payments under tfae 
Lease Agreement, as determined by tfae Trustee and tfae Refimding Bonds 'Trustee, tfae Lease Agreement sfaall 
continue in fiill force and effect, and tfae City sfaall receive a credit towards its next Lease Payment firom any 
titie insurance award resulting from sucfa defect. 

If a defect in titie to a Project or Site or the City's leasehold estate in a Project or Site 
materially affects the operation of sucfa Project or tfae City's obligation to pay Lease Payments under tfae Lease 
Agreement, as determined by tfae Trustee and tfae Refimding Bonds Trustee, the Net Proceeds of any title 
insurance award shall be paid, on a pro rata basis in accordance with the Firat Supplemental Trust Agreement, 
to the Trustee for prepayment of 1986 Obligations in accordance with tfae Trust Agreement and to tfae 
Refunding Bonds Trustee for redenqition of a corresponding portion of Refimding Bonds in accordance witfa 
tfae Refimding Bonds Lidenture, and there sfaall be a partial abatement of Lease Payments in proportion to tfae 
Project or Site affected by sucfa defect. 

Application of Net Proceeds 

Tfae Net Proceeds of any insurance award resulting from any damage to or destraction of any 
Project by fire or otfaer casualty sfaall be paid to tfae Trustee and the Refunding Bonds Trustee, as joint 
assignees of the Corporation under the Assignment Agreement, pro rata in accordance with die Firat 
Supplemental Trust Agreement, with tfae pro rata portion payable to tfae Trustee being deposited into tfae 
Insurance and Condemnation Fund for application as set fortfa in tfae Trast Agreement and tfae pro rata portion 
payable to tfae Refimding Bonds Trustee being deposited into tfae Redemption Account of tfae Revenue Fund. 
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Tfae Net Proceeds of any eminent doinain awaid and flie Net Proceeds of titie insurance 
relating to the Project or the Site shall be paid to the Trastee and tfae Refimding Bonds Trustee, as joint 
assignees of flie Corporation under tfae Assignmoit Agreemoit, pro rata in accordance witfa tfae Firat 
Supplemental Trust Agreemoit, witfa tfae pro rata portion payable to tfae Trustee being dqiosited into tfae 
Insurance and Condemnation Fund for application as set fortfa in tfae Trust Agreement and tfae pro rata portion 
payable to tfae Refunding Bonds Trustee being deposited into tfae Redenqition Account of tfae Revenue Fund. 

Amendment of Lease Agreement 

Witfaout tfae prior written consent of tfae Trustee and tfae Refimding Bonds Trustee, tfae City will not 
alter, modify or cancel, or agree or consent to alter, modify or cancel tfae Lease Agreement, excepting only 
sucfa alteration or modification as may be pennitted by tfae Trust Agreemoit. 

Security Deposit and Purchase Option 

Certain provisions of die Lease Agreement relating to security deposits to prepay Lease 
Paymoits and tfae exercise of tfae City's option to purcfaase tfae Project are amended to provide for sucfa 
deposits and purcfaase paymoits to be made for tfae benefit of 1986 Obligations and a corresponding portion of 
Refunding Bonds on a pro rata basis. 

Mandatory Prepayment From Net Proceeds of Insurance or Eminent Domain 

The City shall be obligated to prepay tfae Lease Paymoits allocable to a Project and related 
Site, in whole or in part on any Lease Paymoit Date, from and to the extent of any Net Proceeds of insurance 
award or condemnation award widi respect to sucfa Project and Site tfaeretofore deposited on a pro rata basis in 
accordance with tfae Firat Supplemental Trust Agreement in tfae Lease Payment Fund for sucfa purpose 
pursuant to the Trust Agreement, and in the Redenqition Account of the Revenue Fund pursuant to die 
Refunding Bonds Lidenture. Tfae City and tfae Coiporation agree tfaat sucfa Net Proceeds, to tfae extent 
remaining after payment of any delinquent Lease Payments, sihall be credited towards the City's obligations. 

Amendments to Insurance Covenants 

The covenants contained in the Lease Agreement relating to the fire and extoided coverage 
are clarified and amended to provide tfaat sucfa insurance may be in tfae form of a policy wfaicfa covera tfae 
Projects and one or more additional parcels of red property insured by tfae City, provided that tfae amoimt of 
coverage available thereunder sfaall be at least equal to tfae lesser of (i) tfae cumulative replacement vdues of 
tfae Projects and any otfaer sucfa property wfaicfa is tfae subject of a lease, installment purcfaase or otfaer 
financing arrangement ("Financed Property") for wfaicfa bonds, certificates of participation or otfaer 
obligations shall faave beoi issued ("Obligations") or (ii) tfae unpaid principal or face amounts due on all 
Obligations, Certificates, Bonds and Additional Bonds wfaicfa are Outstanding; in tfae evoit tfae City elects to 
obtain insurance for the Projects and one or more additional parcels of real property and the amount of tfae 
insurance proceeds avaUable to pay all claims tfaereunder is not sufficient to cover the replacement values of 
aU such properties, tfaoi any such proceeds sbaU lie used firat to rebuUd or rqiair the Projects and all Financed 
Properties or to repay all Obligations, Certificates, die Bonds and Additional Bonds. 

Tfae covoiants contained in the Lease Agreement relating to rental interraption insurance are 
clarified and amended to provide that tfae City may obtain rentd interraption insurance covering tfae Projects 
as weU as other parcels of property owned by tfae City, provided tfaat tfae cumulative amount tfaereof is at least 
equal to tfae cumulative aniount of rentd interraption insurance required by (he Lease Agreement and any 
agreements relating to Financed Property in respect of whicfa Obligations are outstanding. 
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THE FIRST AMENDMENT TO ASSIGNMENT AGREEMENT (1986 OBLIGATIONS) 

Pursuant to tfae Firat Amendment to, Assignment Agreement dated as of AprU 1, 1994 among 
tfae Coiporation, as successor in interest to Rauscfaer, tfae Trustee and tfae Refimding Bonds Trustee, tfae 
assignment by tfae Corporation of its rigfats and interest in tfae Lease Agreement is made to botfa tfae Trustee 
and tfae Refimding Bonds Trustee as joint assignees, for tfae pro rata benefit of tfae 1986 Obligations and a 
corresponding portion of Refimding Bonds. 

THE FIRST SUPPLEMENTAL TRUST AGREEMENT (1986 OBLIGATIONS) 

Parity Rights under Lease Agreonent 

The rigfats of the Trustee and tfae Refimding Bonds Trustee witfa respect to tfae Lease Agreement, 
including tfaeir respective rigfats to receive Old Lease Payments and New Lease Payments tfaereunder, sfaaU be 
on a parity basis on tfae terms and conditions set fortfa in tfae Firat Supplemental Trust Agreement. 

Assignment Rights in Lease Agreonent 

The Corporation has transferred, assigned and set over to the Trustee and tfae Refimding Bonds 
Tnistee, pursuant to tfae Assignment Agreemoit, certain of its rigfats in tfae Lease Agreement, including but 
not limited to aU of tfae Coiporation's rigfats to receive and collect aU of tfae Lease Payments and aU otfaer 
amounts required to be deposited in tfae Lease Payment Fund and tfae Revenue Fund pursuant to tfae Lease 
Agreement, Ifae Trust Agreement or tfae Refimding Bonds Lidenture. Except as otfaerwise provided in tfae 
Lease Agreement, aU Old Lease payments and such otiier related amounts to whicfa tfae Coiporation may at 
any time be entitled shaU be paid directly to tfae Trustee, and all New Lease Payments and sucfa otfaer related 
amounts wfaicfa tfae Coiporation may at any time be entitled sfaaU be paid directly to the Refimding Bonds 
Trustee, and aU of tfae Lease Payments coUected or received by the Coiporation shaU be deemed to be faeld 
and to faave been collected and received by the Corporation shaU be deemed to be held and to have been 
collected or received by the Coiporation as the agent of the Trustee and the Refimding Bonds Trustee, and if 
received by the Corporation at any time shall be deposited by the Corporation with the Trustee or the 
Refimding Bonds Trustee, as tfae case may be, witfain one Business Day after tfae receipt tfaereof, and all sucfa 
Lease Paymoits and sucfa otfaer amounts sfaaU be fortfawitfa deposited by tfae Tnistee upon tfae receipt tfaereof in 
the Lease Payment Fund, except as provided in the Firat Supplemental Trust Agreement. 

Deposits 

There shaU be deposited in tfae Lease Payment Fund aU amounts required to be deposited tfaerein 
pursuant to tfae Lease Agreement, and aU Old Lease Payments received by tfae Trustee for dqiosit tfaerein, 
including any moneys required to be deposited tfaerein pursuant to tfae Lease Agreement or pursuant to the 
Trust Agreement, and including any other moneys required to be credited towards payment of Old Lease 
Payments. Tfae Trustee shaU, not less tfaan five Business Days prior to any Lease Payment Date, notify tfae 
City of tfae amount to be paid by tfae City, after taking into account investmoit eamings wfaicfa wiU be 
transferred to tfae Lease Payment fimd on or before tfae next occurring Paymoit Date. 
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Fro Rata Application of Lisurance Proceeds 

Notwitfastanding anytfaing in tfae Trast Agreement to tfae contraiy, in the evoit of any 
paymoits made under the Lease Agreemoit firom tfae Net Proceeds of insurance or condemnation awards or as 
a result of tfae oiforcemoit of remedies to recover delinquent Lease Payments, tfae Trustee and tfae Refimding 
Bonds Tristee sfaaU receive siicfa payments on a pro rata basis, witfa the Trustee receiving the same proportion 
as aU unpaid Old Lease Payments bear to all unpaid Lease Payments, and witfa tfae Refimding Bonds Trustee 
receiving tfae same proportion as dl unpaid New Lease Paymoits bear to aU unpaid Lease Paymoits. If any 
sucfa amounts are received by tfae Trustee or tfae Refimding Bonds Trastee in excess of such party's pro rata 
portion as described above, such party shaU faold such excess in trust as trastee for the benefit of tfae other 
party. 

Enforconent of Remedies 

The Tnistee sfaaU oiforce aU remedies avaUable to tfae Coiporation during the occurrence and 
continuance of an event of default under tfae Lease Agreement; provided, faowever, tfaat sucfa remedies sfadl be 
exercised on befadf of aU ownera of 1986 Obligations and holdera of Refunding Bonds on a parity basis, 
witfaout preferoice, priority or distinction. Any amounts generated'from tfae enforcemoit of sucfa reniedies 
sfaaU be received by tfae Trustee and tfae Refunding Bonds Tnistee on a pro rata basis. Tfae Trastee sfaaU not 
take any action wfaicfa is prejudicid to tfae rigfats of tfae holdera of tfae Refimding Bonds. Tfae Trustee 
acknowledges tfaat Ifae Refimding Bonds Trustee reserves tfae rigfat to enforce dl remedies available to the 
Coiporation under the Lease Agreement if the Trustee does not carry out its duties to the satisfaction of the 
Refimding Bonds Trustee. 
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DEFINITIONS RELATING TO THE 1989 OBLIGATIONS 

The term 'Firat Supplementd Trust Agreement* means tfaat certain Firat Supplementd Trust 
Agreemoit dated as of AprU 1, 1994 by and betweoi tfae Autfaority and Firat Interatate Bank of Caiifomia, as 
trustee (flie *Trustee*). 

Tfae term "Lease Agreement* means tfaat certain Lease Agreement dated as of June 1, 1989 
by and betweoi tfae City and tfae Audiority, as amended by tfae Firat Amendment to Lease Agreement dated as 
of AprU 1, 1994 by and betweoi tfae City and tfae Autfaority. 

Tfae term *Lease Payments* means, coUectively, Old Lease Payments and New Lease 
Payments. 

The term "New Lease Payments* means the Lease Paymoits described as sucfa in tfae Lease 
Agreemoit, paydile to tfae Refimding Bonds Trustee. 

Tfae term "Old Lease Pavmoits" means tfae Lease Paymoits described as sucfa in tfae Lease 
Agreement, payable to tfae Trustee. 

Tfae term "Redemption Accoimt of die Revenue Fund* means tfae account by tfaat name 
establisfaed and maintained pursuant to tfae Refimding Bonds Indenture. 

Tfae term *Refimding Bonds" means the City of San Diego/MTDB Autfaority Lease Revoiue 
Bonds (1994 Refimdings). 

Tfae term "Refimding Bonds Indenture* means (he Indenture dated as of AprU 1, 1994 by and 
between the City of San Diego/MTDB Autiiority and the Refimding Bonds Trustee, as amoided. 

Tfae term *Refunding Bonds Trustee* means Firat Literatate Bank of Caiifomia, as tnistee for 
tfae Refunding Bonds, and any successor. 

Tfae term "Trust Agreement* means tfaat certain Trust Agreement dated as of July 15, 1989 
by and between tfae Autfaority and Bankera Trust Company, as Trustee, as amended and supplemoited by tfae 
Firat Supplemoitd Trust Agreement. 

THE PROPERTY LEASE (1989 OBLIGATIONS) 

Pursuant to tfae Property Lease, tfae Autfaority agrees to lease tfae Property firom tfae San 
Diego Metropolitan Transit Developmoit Board ('MTDB') and San Diego & Arizona Eastem RaUway 
Conqiany solely for (fae purpose of acquiring, constmcting, instdling and equipping tfae Project and leasing tfae 
Project, including tfae Property, to tfae City pursuant to tfae Lease Agreemoit. 

Tfae term of tfae Property Lease commoices on tfae date of recordation and oids on June 1, 
2009, unless sucfa term is extended or sooner terminated, as tfaerein provided. 

Tfae Autfaority may not assign its rights under the Property Lease excqit as provided in tfae 
Lease Agreemoit, witfaout tfae written consent of MTDB, unless the City shaU be in default under tfae Lease 
Agreemoit. 

Pursuant to tfae Property Lease, MTDB is obligated to provide tfae City witfa a policy of titie 
insurance insuring tfae titie of MTDB (and its wfaoUy owned subsidiary) to tfae Property wfaicfa is tfae subject of 
tfae Property Lease. 
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THE LEASE AGREEMENT (1989 OBLIGA'HONS) 

Pursuant to tfae Lease Agreemoit, tfae Autfaority agrees to lease die Project to tfae City, and 
tfae City agrees to lease tfae Project from ffae Autfaority. 

Acquisition and Construction of the Project 

Tfae Autfaority agrees to acquire and construct tfae Project. Tfae Autfaority has, pursuant to 
tfae Agency Agreement, qipointed die MTDB as its agent for (he puiposes of acquisition; construction, 
installation and equipping of the Project and in fiirtfaerance tfaereof the Authority and the MTDB have oitered 
into the Agency Agreement. 

T o m of the Lease; Title to the Project 

The t a m of tfae Lease Agreement is for a period commencing as of tfae Qosing Date for die 
1989 Obligations and ending on June 1, 2009, unless terminated sooner or extended pursuant to tfae Lease 
Agreement. Tfae Lease Agreement may be terminated before June 1, 2009, in die evoit of a defiault by tfae 
City and the Authority's election to terminate the Lease Agreement or if tfae Trust Agreement is discfaarged by 
its terms. Tfae term may be extended to tfae extent aU 1989 Obligations and related Refimding Bonds faave not 
been fiiUy pdd and retired, excqit tfaat in no event wiU tfae term extend beyond June 1, 2039. 

If tfae City exerdses its option to purcfaase the Project, aU rigfat, titie and interest of tfae 
Authority in and to the Project sfaaU be transferred to and vested in tfae City or its designee. 

Lease Payments; Additional Payments 

Tfae Lease Agreement provides tfaat tfae City sfadl make tfae Lease Payments semi-annuaUy 
for its use and occupancy of tfae Project during tfae term of tfae Lease Agreemoit commencing with the Lease 
Payment Date foUowing the date tfae Project is satisfactorily conqileted and avulable for use. Sucfa Lease 
Paymoits, faowever, may be reduced if, because tfae Project is destroyed, damaged, condemned or subject to 
titie defect, tfaere is substantid interference with the use and possession by the City of tfae Project. Tfae 
amount of sucfa abatement ssfadl be sucfa tfaat tfae resulting Lease Payments represoit fair consideration for Ifae 
use and occupancy of tfae portions of tfae Project not removed firom use by tfae City. 

The City has covenanted in the Lease Agreement to include any Lease Payments and 
Additiond Lease Payments (described below) due during ffae oisuing fiscd year in its annud budget and to 
make the necessaiy appropriations therefor. 

Tfae Lease Agreement dso provides tfaat tfae City sfaaU pay yi/bea due, in addition to tfae 
Lease Payments, die Additiond Lease Payments, wfaicfa include d l costs and expenses incurred by fhe 
Authority to conqily witfa die provisions of tfae Trast Agreement, tfae Property Lease, tfae Agoicy Agreemoit 
and tfae Lease Agreement, including, witfaout limitation, aU costs of issuance of tfae Bonds to tfae extent not 
pdd from amounts on deposit in tfae Construction and Acquisition Fund, conqiensation and indemnification 
due to tfae Trustee, including attomeys* fees and expenses, insurance premiums and aU of tfae costs and 
expenses of auditora, attomeys, engineera and accountants. 

Option to Purchase the Project 

Pursuant to tfae Lease Agreemoit, die City may at anytime acquire flie Project by paying a 
Purchase Option Price equd to the principd amoimt of, applicable premium, if any, and aconed but unpaid 
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mterest on flie Outstanding 1989 Obligations to tfae appUcable prqwymoit date, plus aU additiond roitd 
payments due. 

Upon (fae City's exercise of its purcfaase option and tfae redemption or defeasance of aU tfae 
Bonds, aU obUgations of the City under the Lease Agreement sfaaU cease and terminate, and titie to tfae Project 
shaU vest in tfae City or its designee. Tfae City wiU exercise its option by giving notice tfaereof to tfae Trustee 
not later tfaan forty-five (45) days prior to tfae Business Day on wfaicfa it desires to purcfaase tfae Project. 

Insurance 

Tfae City covenants in tfae Lease Agreement to maintain pubUc UabiUty insurance in 
connection witii tfae construction or operation of tfae Project witfa Umits of not less than $5,0(X),000 combined 
single limit bodUy injuiy and property damage with such deductible provisions as the City provides on like 
coverage but not to exceed 10% of tfae face amount. Sucfa liability insurance may be provided in tfae form of 
self-insurance by (fae City or MTDB. The City fiirther covoiants to maintain or cause to be maintained fire, 
ligfatning, vandaUsm, maUcious miscfaief and extended coverage (including flood but not eartfaquake) 
insurance. Sucfa insurance sfaaU be in an amount equd to tfae greater of one faimdred percoit (100%) of the 
rqilacement cost of the Project or tfae aggregate principd amoimt of tfae outstanding 1989 Obligations. Sucfa 
insurance may be subject to deductible clauses of not to exceed $100,000 for any one loss. Sucfa insurance 
may be provided in the form of self-insurance by the City or MTDB. 

The City dso agrees to maintain roitd interraption or use and occupancy insurance, after 
conqiletion of the Project, covering loss of tfae use of any part of its Project as tfae result of fire, Ugfatning, 
vanddism or otfaer faazards (otfaer tfaan eartfaquake) specified in tfae Lease Agreement in an amoimt at least 
equd to (he largest aggregate Lease Paymoits to be paid in any 24 month period. Workera' conqiensation 
insurance must dso be provided by the City, but may be effected tfarougfa self-insurance of tfae City or 
MTDB. 

AU required insurance (excqit rentd interraption insurance and titie insurance) may include 
self-insurance and customaiy deductible amounts, and, aU required insurance if commerciaUy obtained, must 
be maintained under poUcies requiring at least tfairty (30) days' prior writtoi notice to tfae Trustee before 
expiration, canceUation or reduction of the coverage provided thereby. Insurance proceeds wiU be made 
payable to the Trustee (except in tfae case of pubUc UabiUty and property damage insurance). 

The Net Proceeds of any fire and extended coverage insurance award resulting from any 
damage or destruction to aU or any portion of the Project sfadl be dqiosited witfa tfae Trustee for appUcation in 
accordance witfa tfae Trust Agreement witfain 60 days of damage, destruction, condemnation or titie defect, tfae 
City sfaaU elect eitfaer (a) that such Net Proceeds are to be utilized for tfae rqidr, replacement or restoration of 
tfae Project and sufficient fimds, togetfaer witfa sucfa Net Proceeds, faave beoi appropriated to pay tfae totd cost 
of sucfa repair, replacement or improvement, or (b) tfaat tfae 1989 ObUgations sfaaU be redeemed in wfaole or in 
part from sucfa fimds. 

Tfae Net Proceeds of any titie insurance or rentd interraption insurance award sfadl be 
dqiosited with the Tnistee in tfae Lease Payment Account and sliaU be credited towards tfae prqiaymoU of 
remaining Lease Paymoits pursuant to tfae terms of tfae Lease Agreemoit. 
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Maintenance of the Project 

Tfae Lease Agreement provides tfaat the City wiU maintain the Project in good order, 
condition and repdr and provide dl security service, custodid service, utilities and otfaer services necessary 
for tfae proper upkeep and maintenance of tfae Project. 

Assignment and Lease 

Tfae Lease Agreemoit provides that the City shaU not mortgage, pledge, assign or transfer 
any interest of tfae City in tfae Lease Agreement by voluntary act or by operation of law or otfaerwise; 
provided, however, that the City may lease or sublet aU or any portion of the Project, may grant concessions 
to otfaera involving tfae use of any portion of tfae Project and may assign its right to purchase die Project. 
Pursuant to the Sublease Agreemoit, dated as of June 1, 1989, by and between tfae City and MTDB (tfae 
'Sublease'), the City sublets the Project to MTDB for maintenance and operation purposes. . 

Additions and Lnprovonents; Ronoval 

The City has the right during tfae term of (he Lease Agreement to make any additions or 
inqirovemoits to the Project, to attach fixtures, structure or signs and to affix any persond property to die 
Project so long as the utiUty of tfae Project and tfae fair rentd vdue of the Project is not thereby reduced. 
Titie to aU fixtures, equipment or persond property placed by the City on tfae Project wiU remain in tfae City. 

Events of Default and Remedies 

Events of defoult under tfae Lease Agreemoit include: (1) failure of tfae City to dqiosit any 
Lease Payments or Additiond Lease Payments by tfae due date tfaereof, (2) breacfa by the Qty of any other 
terms, covenants or conditions contained in the Lease Agreemoit or in the Trust Agreement and faUure to 
remedy such breacfa witfain tfairty (30) days after written notice tfaereof given to tfae City by (he. Trustee, as 
assignee of the Autfaority; provided tfae Trustee, as assignee of the Authority may consent to an extension of 
such cure period untU the default is corrected, if corrective action has been instituted and is being diUgoitiy 
pursued. 

Tfae Lease Agreemoit provides that upon tfae faappoiing of an event of defiiult, tfae Authority, 
or any assignee of tfae rigfats of tfae Autfaority under tfae Lease Agreement, sifaaU faave tfae right, at its option, 
without any fiirther demand or notice, to te-&a.iet the Project and eject aU parties in possession therefrom and, 
without terminating tfae Lease Agreement, re-let the Project as the agent and for tfae accoimt of tfae City upon 
sucfa terms and conditions as tfae Autfaority or its assignee may deem advisable, in vMcb evient roits received 
wiU be appUed firat to flie expenses of re-letting and collection, including expenses necessaiy for repair or 
restoration of tfae Project to its origind condition (taking into account noimd wear and tear), reasonable 
attomeys' fees and any red estate commission actuaUy pdd and second to ffae Prqiayment Account wifliin tfae 
Bond Fund. Tfae Authority, or any assignee of tfae rigfats of tfae Autfaority under tfae Lease Agreement, sfaaU 
dso have such otfaer remedies whicfa are legaUy avaUable. In no evoit wiU the Authority or any assignee faave 
tfae rigfat to accelerate tfae payment of any Lease Payments under tfae Lease Agreemoit. 

THE TRUST AGREEMENT (1989 OBLIGATIONS) 

Pursuant to tfae Trust Agreement, tfae Autfaority transfera certain of its rigfats, titie and 
interest in and invests, transfera and disburses monies on deposit tfaerein. Tfae Trast Agreemoit estabUshes tfae 
Construction and Acquisition Fund, tfae Bond Fund and tfae Reserve Fund. Witfain tfae Bond Fund, tfaere is 
estabUsfaed a Lease Payment Account, Prqiayment Account and Capitdized Literest Account. Amounts under 
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die Trust Agreement (except for tfae Excess Investment Eamings Fund described below) are pledged to the 
payment of the Bonds. 

Tfae Construction and Acquisition Fund faas been estabUsfaed for the puipose of paying the 
costs of tfae Project, including reimbursement of certain amounts to the City and costs of issuance with respect 
to tfae Bonds. 

Payments of Lease Payments, net casudty insurance proceeds, proceeds of rentd interraption 
insurance, hquidated damages and condemnation awards will be deposited by tfae Trustee into tfae Bond Fund. 

Amounts in tfae Reserve Fund are to be transferred into tfae Bond Fund if on any Interest 
Paymoit Date, Sinking Account Installment Date or Prqiayment Date amoimts on dqiosit in tfae Bond Fund 
are insufficient to pay principd and interest payments on any Literest Payment Date or upon maturity or 
earUer prepayment, witfa respect to tfae Bonds on sucfa date. Amounts in tfae Reserve Fund may dso be 
appUed to tfae find principd payments on the Bonds. 

Pursuant to tfae Trust Agreement and notwitfastanding anytfaing to the contraiy the Authority 
may at any time substitute a conforming letter of credit for the Autfaority thoi faeld in tfae Reserve Fund and 
upon sucfa substitution, tfae Autfaority shaU be entitled to receive aU monies tfaoi faeld in tfae Reserve Fund firee 
and clear of tfae Uen of tfae Trust Agreement. Tfae conforming letter of credit sfadl mean any letter of credit 
or surety bond and (i) issued by an institution wfaose long-term debt is rated "AA' or better by S&P and 
Moody's and is ^iproved in writing by S&P and Moody's, (u) having a term of one year or longer and a 
stated principd amount avaUable for payment equd to tfae Reserve Requiremoit, (iu) tfae terms of wfaicfa 
require paymoit on one or more draws or demands tfaerefor to tfae Trustee on tfae day foUowing demand 
therefore, conditioned solely on receipt firom the Trastee of certification that the conditions to transfer of 
monies from tfae Reserve Fund to tfae fimds and accounts created under tfae Trust Agreement faave occurred 
and specifying tfae amoimt demanded (iv) acconqianied by an opinion of bond counsel to (fae effect that die 
deUveiy of tfae letter of credit or surety bond wiU not adversely affect the exclusion of interest on tfae Bonds 
from gross income for federd tax purposes under and foUowing demand tfaerefore, conditioned solely on 
receipt firom tfae Trustee of certification that the conditions to transfer of monies firom tfae Reserve Fund to tfae 
fimds and accoimts created under tfae Trust Agreement have occurred and specifying the amount demanded (v) 
acconqianied by an opinion of bond counsel to tfae effect tfaat tfae delivery of tfae letter of credit or surety bond 
wiU not adversely affect tfae exclusion of interest on tfae Bonds from gross income for tederd tax puiposes 
under Section 103 of the Code and an opinion of counsel to the effect tfaat tfae letter of credit or surety bond is 
a vaUd and binding obUgation of tfae issuer tfaereof enforceable against it in accordance witfa its terms subject 
only to customaiy bankraptcy and creditora remedies applicable to tfae issuer tfaereof. 

Any sucfa conforming letter of credit must dso permit payment to the Trustee seven days 
prior to tfae expiration date tfaereof unless tfae Trustee receives the Reserve Requirement eitfaer in casfa or in 
tfae form of a substitute conforming letter of credit prior to sucfa date. 

In tfae event the Autfaority deUvera a conforming letter of credit, tfae Trustee sfaaU faold and 
apply sucfa instrument pursuant to tfae Trust Agreement so as to faave monies avdlable tfaereunder. 

Authorized Investments 

AU monies held by tfae Trustee in any of tfae fimds or accoimts of tfae Trust Agreement must 
be invested in QuaUfied Investments wfaicfa are defined to include: 

(1) Mimicipd Obligations, but only wfaen tfae Trustee is specificaUy directed to 
invest solely in Municipd ObUgations; 

(2) United States Treasuiy notes, bonds, biUs or certificates of indebtedness, or 
other obligations of or guaranteed as to principd and interest by tfae United States or any 
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agoicy or instramentaUty tfaereof, for wfaicfa die fidl feitfa and credit of tfae United States of 
America are pledged for the paymoit of principd and interest including witfaout Umitation, 
Farmera Home Administration certificates of beneficid ownerahip, Generd Services 
Administration participation certificates, SmaU Business Administration guaranteed 
participation pool certificates. Government Nationd Mortgage Association guaranteed 
mortgage-backed securities or participation certificates and U.S. Dqiartmoit of Housing and 
Urban Development locd autfaority bonds. 

(3) (a) obligations issued by federd land banks, federd intermediate credit banks, 
federd faome loan banks, (b) Federd Home Loan Bank consolidated debt obUgations or letter 
of credit backed issues, (c) Federd Home Loan Mortgage Coiporation participation 
certificates or debt obUgations or Federd Housing Administration debentures, (d) obUgations, 
participation or otfaer instromoits of or issued by, or fiilly guaranteed as to interest and 
principd by, the Federd Nationd Mortgage Association, (e) other obUgations, participation 
or other instraments of or issued by a federd agency or a United States of America 
government-sponsored enterprise, so long as sucfa obUgations are fiUly guaranteed as to 
interest and principd by tfae United States of America; 

(4) Demand deposits or negotiable certificates of deposit issued by (a) tfae Trustee, 
or (b) any bank, trust company or savings and loan association organized under tfae laws of -
any state of tfae United States of America or any nationd banking association; provided fliat 
sucfa deposits or certificates of deposit sfaaU be (i) continuously and fiiUy insured by either 
tfae Federd Deposit Insurance Corporation or tfae Federd Savings and Loan Lisurance 
Coiporation, or (u) issued by any bank, trust conqiany or savings and loan association 
organized under tfae laws of any sate of tfae United States or any nationd banking association 
faaving a combined capitd and suiplus or sfaarefaoldera' equity, as tfae case may be, of at least 
$50,000,000, so long as tfae deposits to wfaicfa sucfa deposits or certificates of deposit relate 
(A) do not exceed at any one time in tfae aggregate 10% of tfae totd of tfae capitd and surplus 
or sfaarefaoldera' equity, as tfae case may be, of sucfa bank or tmst conqiany or savings and 
loan association or nationd banking association, and (B) are continuously and fiiUy secured 
by sucfa securities as are described above in clauses (2) or (3) wfaicfa sfaaU faave a madcet 
vdue (exclusive of accraed interest) at dl times at least equd to 110% ofthe principd 
amoimt of such deposits or certificates of deposit (marked to market at least weddy), and 
(iii) issued by any bank, trust company or savings and loan association the short-term 
obUgations of wfaicfa are rated in the highest rating categoiy by S&P and Moody's and have a 
term or maturity of not more tfaan 365 days; 

(5) Any repurcfaase agreement witfa any bank or trust company organized under tfae 
laws of any state of the United States (including the Trustee), or by any nationd banking 
association or govemment bond deder reporting to, trading witfa, and recognized as a 
primary deder by, the Federd Reserve Bank of New Yoik, whose debt is rated AA (long 
term) or A-l-1- (sfaort term) by S&P, as applicable or wfaicfa agreement is secured as to botfa 
principd and interest by any one or more of tfae securities described in clauses (2) or (3) 
above (marked to market at least weddy), at levels of collateral acceptable to S&P in Ugfat of 
tfae maturity of tfae investment, if tfae Trustee sfaaU faave received any opinion of legd counsel 
to tfae effect (hat the Trustee has received perfected firat security interest in such securities . 
securing sucfa repurcfaase agreement and tfaat tfae Trustee or its appointed agent faolds sucfa 
obUgations free and clear of tfae daims of tfaird parties; 

(6) Any obligations rated AA- or better by S&P and Aa or better by Moody's, 
excluding obligations witfaout a fixed par vdue and/or wfaicfa do not provide a fixed amount 
at maturity or redemption; 

(7) Commercid paper (having origind maturities of not more than 365 days) rated 
A-l + by S&P and in the highest rating categoiy by Moody's; 
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(8) Any investinent agreemoit approved by S&P and with a financid institution 
wfaose long-term obligations are rated Aa or better by Moody's; and 

(9) Any sfaort term (less tfaan 365 days) investment fimd wfaicfa sfaaU be money 
maiket fimds to be maintained by tfae Trustee for tfae investinent of moneys tfae investmoit of 
wfaicfa faas not been otfaerwise directed by the Autfaority aiid bearing interest at not less tfaan 
tfae rate pdd by tfae Trustee on demand deposits so long as sucfa money market fimd is rated 
AAm or AAm-G or better. 

Prior to tfae Conqiletion Date, amounts received in respect of monies on deposit in any fimd 
or account shaU be deposited in tfae Construction and Acquisition Fund and appUed pursuant tfaereto and after 
fhe Conqiletion Date, amoimts received in respect of monies on dqiosit in any fimd or account shaU be 
deposited firat in tfae Reserve Fund to tfae extent tfaat tfae amoimt tfaerein is less tfaan tfae Reserve Requiremoit 
sfaaU lie credited to tfae Lease Payment Account in tfae Bond Fund. 

Surplus 

Any amount remaining in any of tfae funds or accounts establisfaed under the Trust 
Agreemoit after the paymoit of aU principd, premium, if any, and interest with respect to the 1989 
ObUgations and the payment of tfae expenses of the Trustee (or adequate provision therefor) wiU be remitted to 
tfae Authority. 

Excess Investment Eamings Fund 

Tfae Trust Agreement creates tfae Excess Investment Earnings Fund into ^^cfa sfadl be 
deposited from time to time amounts wfaicfa may be payable to tfae United States pursuant to Section 14a(f) of 
the Code. In generd, these amounts relate to moneys attributable to fhe investmoit of Bond proceeds and 
fimds held pursuant to tfae Trust Agreement at a yield, as defined in tfae Code, in excess of tfae yield in tfae 
1989. ObUgations in particular, sucfa amoimts may be payable to sucfa Fund for eamings on tfae Reserve Fund 
and tfae Constraction and Acquisition Fund. 

Defeasance 

Pursuant to the Trust Agreement, the Autfaority may defease tfae 1989 ObUgations, or any 
portion tfaereof, at any time by depositing certain U.S. govemment backed securities witfa tfae Trustee in an 
amount sufficient, togetfaer witfa interest to accrae tfaereon, to pay and discfaarge the 1989 ObUgations (or 
portion thereof) at or before their respective maturities. 

Events of Default and Ranedies 

Events of default under the Trust Agreement include (1) an evoit of defiault under tfae Lease 
Agreement and (2) fiulure by the Autfaority to observe and perfonn any otfaer covenant, condition or 
agreement on its part to be observed or performed under tfae Trust Agreement or tfae Lease Agreement for a 
period of 30 days after written notice specifying sucfa faUure and requesting that it be remedied has been given 
to tfae Autfaority by tfae Tnistee or to tfae Autfaority and tfae Trustee by tfae Ownera of not less dian a majority 
in aggregate principd amount of 1989 Obligations tfaen outstanding; provided, faowever, tfaat if tfae fiulure 
s ta t^ in the notice cannot be corrected witfain sucfa period, thoi tfae Trustee and tfae Ownera (if iqqiUcable) 
shaU not unreasonably withhold (heir consoit to an extension of sucfa time if corrective action is instituted by 
die Autfaority witfain sucfa period and diligently puraued, until tfae defiault is corrected. 
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Tfae Trust Agreement provides tfaat upon tfae occurroice and continuance of any event of 
default specified in clause (1) of tfae preceding paragrapfa tfae Trustee sfadl proceed, or upon tfae occunoice 
and continuance of any otfaer event of default under the Trust Agreement the Trustee may proceed (and upon 
the writtoi request of the Ownera of not less tfaan a majority in aggregate principd amount of 1989 
ObUgations tfaoi outstanding sfaaU proceed to exercise die remedies set fortfa in (fae Lease Agreement or 
available to tfae Trustee under tfae Trast Agreement. 

Tfae ownera of majority in principd amount of tfae 1989 Obligations may bring suit to 
enforce rigfats under tfae Lease Agreement or Trust Agreement, but only afier die Tnistee has beoi requested 
to do so and faas declined, aU in accordance witfa tfae requirements of tfae Trust Agreement. 

The Trustee 

Tfae Autfaority may at any time so long as no event of default faas occurred and is continuing, 
or the ownera of a majority in aggregate principd amoimt of aU 1989 Obligations then outstanding may by 
written request at any time and for any reason, remove tfae Trustee and any successor tfaereto, and sfaaU 
tfaereupon appoint, a successor or successora tfaereto, but any sucfa successor sfadl be a commercid bank or 
trust conqiany having a combined capitd (exclusive of borrowed capitd) and surplus of at least $50 milUon 
and shaU be subject to supervision or examination by federd or state banking audiority. Any removd of tfae 
Tnistee wiU become effective upon accqitance of appointment by tfae successor Trustee. 

Tfae Trustee or any successor may resign by giving notice as provided in tfae Trust 
Agreemoit. 

Prior to any event of default under tfae Trust Agreement, tfae Trustee sfaaU perform only such 
duties as are specificaUy inqiosed on it by tfae Trust Agreement. No provision of tfae Trust Agreement 
obligates tfae Trustee to expend its own fimds or incur any financid liability in tfae performance of its duties 
witfaout adequate assurance of payment. The Trustee may rely on any documents whicfa it believes in good 
fdtfa to be genuine, and the Trust Agreemoit does not impose any duty of investigation with respect to sucfa 
documoits. Tfae Trustee may liire and rely upon experts and consultants in tfae administration of its duties 
under tfae Trust Agreement. 

Amendment 

Tfae Trust Agreement may be amended in writing by tfae Autfaority and die Trustee witfaout 
tfae consent of any ownera of tfae 1989 ObUgations (i) for tfae purpose of curing any ambiguity or omission 
relating tfaereto, or of curing, correcting or supplementing any defective provision contained in the Trust 
Agreement; (u) in regard to questions arising under the Trust Agreement which the Autfaority and tfae Trustee 
may deem necessaiy or desirable and not inconsistent witfa tfae Trust Agreement and wfaicfa do not adversely 
affect tfae interests of tfae ownera; or (iu) for any otfaer reason, provided sucfa modification or amendment does 
not adversely affect tfae interests of the ownera; provided that the Authority and the Trustee may rely in 
entering into any sucfa modification or amendment upon an opinion of counsel stating tfaat tfae foregoing 
requirements faave been met witfa respect to sucfa amendment. Tfae Trust Agreement may be amoided for any 
other puipose with tfae consent of tfae parties thereto and the ownera of a majority in aggregate principd 
amoimt of tfae 1989 ObUgations then outstanding except that no amendment may inqiair tfae right of any owner 
to receive the principd and interest due widi respect to its 1989 Obligations. The Trust Agreement contains 
provisions relating to the caUing of meetings of the ownera for the purpose of considering amendments 
requiring the owner's consent and to tfae procedures to be followed at sucfa meetings. Tfae Lease Agreement 
may be amoided by tfae Autfaority and tfae City, but only in accordance with tfae restrictions in tfae Trust 
Agreemoit applicable to amendment of the Trust Agreement. 
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No LiabiUty of Authority for Trustee Perfonnance 

Tfae Autfaority sfadl not faave any obUgation or UabUity to tfae Trustee or to tfae ownera of 
1989 ObUgations witfa respect to tfae performance by tfae Trustee of any duty imposed upon eitfaer of tfaem 
under tfae Trust Agreement, including tfae distribution of principd and interest to sucfa ownera. 

No Liability of Trustees for Lease Payments by City 

Except as provided in tfae Trust Agreement, tfae Trustee sfaaU not faave any obUgation or 
UabiUty to tfae ownera of 1989 Obligations witfa respect to the payment of the Lease Payments by the City or 
any other covoiant made by it in the Lease Agreement. 

No LiabUity of City Except as Stated 

Except for (i) the payment of Lease Payments and Additiond Rentd when due in accordance 
with the teims of (fae Lease Agreemoit, and (u) tfae performance by tfae City of its obligations and duties as 
set fortfa in tfae Lease Agreement, tfae City sfaaU faave no obligation or UabiUty to tfae Trustee or tfae ownera of 
1989 ObUgations. 

THE FIRST AMENDMENT TO LEASE AGREEMENT (1989 OBLIGATIONS) 

Amendment 

Tfae Firat Amendment to Lease amends the Lease Agreement to provide for the payment of 
principd and interest Viitfa respect to tfae Refimding Bonds and the 1989 Obligations outstanding after the 
refimding descritied in tfae Officid Statement. In addition, tfae certain provisions relating to insurance are 
clarified as described below. 

Application of Net Proceeds 

Certain sections of tfae Lease Agreement are amended in order to apply net proceeds of 
insurance claims or condemnation awards for tfae benefit of tfae ownera of tfae 1989 ObUgations and a 
corresponding portion of Refimding Bonds on a pro rata basis. 

City's Prepayment and Purchase Option 

Certain provisions of tfae Lease Agreement relating to prepayment and the exercise of tfae 
City's option to purcfaase tfae Project are amoided to provide for sucfa purchase payments to be made for tfae 
benefit of 1989 ObUgations and a corresponding portion of Refimding Bonds on a pro rata basis. 

Amendments to Insurance Covenants 

Tfae covenants contained in tfae Lease Agreement relating to fire and extended coverage 
insurance are clarified amended to provide tfaat sucfa insurance may be in tfae form of a poUcy wfaicfa covera 
tfae Project and one or more additiond parcels of red property insured by the City, provided that tfae amount 
of coverage avaUable thereunder sfadl be at least equd to tfae lesser of (i) tfae cumulative replacement vdues of 
tfae Project and any otfaer sucfa property wfaicfa is tfae subject of a lease, instdlment purcfaase or otfaer financing 
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arrangement ("Financed Property*) for wfaicfa bonds, certificates of participation or otfaer obUgations sfaaU 
fa&/e been issued ("ObUgations") or (u) tfae unpdd principd or face amoimts due on aU Obligations, 
Certificates, Bonds and Additiond Bonds wfaicfa are outstanding; in tfae event tfae City elects to obtain 
insurance for tfae Project and one or more additiond parcels of red property and the amount of the insurance 
proceeds avaUable to pay aU claims thereunder is not sufficient to cover tfae replacement values of aU sucfa 
pr 'turtles, tfaen any sucfa proceeds sfaaU be used firat to rebuild or repair tfae Project and aU Financed Property 
or to iqiay aU ObUgations, Certificates, Bonds and Additiond Bonds. 

Tfae covenants contained in tfae Lease Agreement relating to use and occupancy insurance are 
clarified and amended to provide tfaat tfae City may obtain use and occupancy insurance covering the Project as 
weU as other parcels of property owned by the City, provided that tfae cumulative amount tfaereof is at least 
equd to tfae cumulative amoimt of use and occupancy insurance required by tfae Lease Agreemoit and any 
agreemoits relating to Financed Property in respect of wfaicfa Obligations are outstanding. 

THE FIRST SUPPLEMENTAL TRUST AGREEMENT (1989 OBLIGATIONS) 

Parity Rights under Lease Agreonent 

The rights of tfae Trustee and tfae Refunding Bonds Trustee witfa respect to tfae Lease 
Agreement, induding tfaeir respective rights to receive Old Lease Payments and New Lease Payments 
thereunder, sliaU be on a parity basis on the terms and conditions set forth in (fae Firat Supplemoitd Trust 
Agreement. 

Pro Rata AppUcation of Insurance Proceeds 

Notwithstanding anytfaing in tfae Trast Agreement to tfae contraiy, in die evoit of any 
paymoits made under tfae Lease Agreement firom tfae Net Proceeds of insurance or condemnation awards or as 
a result of tfae enforcement of remedies to recover delinquent Lease Payments, tfae Trustee and tfae Refunding 
Bonds Trastee sfaaU receive such payments on a pro rata basis, witfa the Trustee receiving tfae same proportion 
as dl unpdd Old Lease Payments bear to dl unpdd Lease Payments, and witfa tfae Refimding Bonds Trustee 
receiving tfae same proportion as dl unpdd New Lease Payments bear to dl unpdd Lease Payments. If any 
sucfa amounts are received by one party faereto in excess of sucfa party's pro rata portion as described above, 
sucfa party shaU faold sucfa excess in trust as trustee for tfae benefit of tfae otfaer party. 

Enforcement of Ranedies 

"Tfae Tnistee sfaaU enforce dl remedies avdlable to tfae Autfaority during die occurrence and 
continuance of an evoit of default under tfae Lease Agreement; provided, however, diat such remedies shaU be 
exercised on befadf of aU ownera of 1989 Obligations and faoldera of Refunding Bonds on a parity basis, 
witfaout preference, priority or distinction. Any amounts generated from tfae enforcement of sucfa remedies 
sfadl be received by tfae Trustee and tfae Refimding Bonds Trustee on a pro rata basis. The Trustee shaU not 
take any action wfaicfa is prejudicid to tfae rigfats of tfae holdera of the Refimding Bonds. Tbe Trustee 
acknowledges that tfae Refimding Bonds Trustee reserves die rigfat to oiforce aU remedies avaUable to tfae 
Autfaority under tfae Lease Agreemoit if tfae Trustee does not carry out its duties to tfae satisfaction of the 
Refimding Bonds Trustee. 
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CALDEROX. J A H A M & O S B O R X 
A N A C C O U N T A N C V C O R P O R A T I O N 

C E R T i n C O P U B L I C A C C O U N T A N T S 
o r r i c c s 

SYMPHONY TOWERS 
7BO " B " STREET. SUITE ISZS SAN OIEGO 

EL CENTRO 
S.\X DIEGO. CALIFORNIA 02I01 BRAWLEY 

TELEPHONE le iS I S3a-SI37 

FAX le iS) 2 3 « - B i e 8 

INDEPENDENT AUDITORS' REPORT 

The Honorable Mayor, Members of the 
City Council and City Manager of the 
City of San Diego, California: 

We have audited the accompanying general purpose financial statements and the 
combining and individual fund and account group financial statements and schedules of 
the City of San Diego, California, as of June 30, 1993, and for the year then ended as 
listed in the foregoing table of contents. These general purpose financial statements are 
the responsibility of the City of San Diego, California management. Our responsibility is 
to express an opinion on these general purpose financial statements based on our audit. 

We conducted our audit in accordance with generally accepted auditing standards. 
Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whether the financial statements are free of material misstatement. An 
audit includes examining, on a test basis, evidence supporting the amounts and 
disclosures in the general purpose financial statements. An audit also includes assessing 
the accounting principles used and significant estimates made by management, as well 
as evaluating the overall financiai statement presentation. We believe that our audit 
provides a reasonable basis for our opinion. 

In our opinion, the general purpose financial statements referred to above present fairly, 
In all material respects, the financial position of the City of San Diego, California, as of 
June 30, 1993, and the results of its operations and cash flows of its proprietary fund 
types and similar trust funds for the year then ended, In conformity with generally 
accepted accounting principles. Also, In our opinion, the combining and individual fund 
and account group financial statements referred to above present fairly, in all material 
respects, the financial position of each of the Individual funds and account groups of the 
City of San Diego. California, as of June 30,1993, and the results of operations of such 
funds and its cash flows of the individual proprietary fund types and similar trust funds for 
the year then ended, in conformity with generally accepted accounting principles. 



C A U > E R O N . J A H A M & O S B O K N 

The scope of our audit did not Include the statistical section listed in the foregoing table 
of contents. Such information has not been subjected to the auditing procedures applied 
In the audit of the general purpose financial statements and, accordingly, we express no 
Oii^ion on tt. 

November 3,1993 



GENERAL PURPOSE RNANCIAL STATEMENTS 

IN ACCORDANCE WITH THE RECOMMENDATIONS OF THE GOVERNMENTAL ACCOUNTING STANDARDS BOARD, THE 
FOLLOWING COMBINED STATEMENTS ARE PRESENTED: 

Combined Balance Sheet • All Fund Types and Account Groups. 

Combined Statement of Revenues, Expenditures and Changes in Fund Balances • All Governmental Fund Types and 
Expendable Trust Funds. 

Combined Statement of Revenue, Expenditures and Changes in Fund Balances • Budget and Actual (Budgetaty Basis! • 
Budgeted Governmental Fund Types. 

Combined Statement of Revenues, Expenses and Changes in Retained Earnings/Fund Balances • All Proprietary Fund 
Types and Similar Trust Funds. 

Combined Statement of Cash Flows • Increase (Decrease) in Cash and Cash Equivalents • All Proprietary FUIMI Types 
and Nonexpendable Trust Fund. 

Notes to Financial Statements. 

Required Supplementary Information • Pension Trust Funds Analysis of Funding Progress. 



THE CITY OF SAN DIEGO ANNUAL FINANCIAL REPORT 

COHBINED BALANCE SHEET - ALL FUND TYPES AND ACCOUNT CROUPS 
June 30, 1993 

With Comparative Figures for June 30, 1992 
Un Thousands) 

Governmental Fund Types 

ASSETS ANO OTHER DEBITS 

Cash or Equity in Pooled 
Cash and Investments ( 

Cash With Custodian/Fiscal Agent 
Iitvestments at Cost 
Receivables: 
Taxes - Net 
Accounts - Net 
Claims - Net 
Special Assessments - Net -
Notes 
Contributions 
Accrued Interest 
Grants 
Loans te Redevelopment Agency 
From Other Funds 
From Other Agencies 

Advances to Other Fuitds 
Advances to Other Agencies 
Inventories of Mater in Storage 
Inventories 
Land Held for Resale 
Prepaid and Reimbursable Items and Deposits ... 
Restricted Assets: 
Cash er Equity in Pooled Cash and Investments 
Interest and Redemption Funds 

Cash with Custodian/Fiscal Agent 
Fixed Assets - Net 
Amount Available for Payment ef 
General Long-Term Debt 

Amount to be Provided for Retirement 
of Long-Term Debt 

TOTAL ASSETS AND OTHER DEBITS « 

General 

» 21,450 

15,366 
16,076 

2,277 

35,534 
70 

21,869 
350 

784 

Special 
Revenue 

« 124,063 
1,559 
16,895 

1,033 
3,334 

0 
1,283 
24,113 

0 
1,375 
6,092 
453 
472 

38,507 
1,289 
344 
0 
0 

1,271 
380 

1,991 
0 
0 

0 

0 

Debt 
Service 

$ 7 
3 
36 

5 

1 

,245 
,597 
,595 

110 

,886 

110 

,808 

Capital 
Projects 

$ 219,119 

21,370 

3,751 

1,867 
4,520 

482 

18,841 

113,781 224,454 55,351 269,950 

The accompanying notes are an integral part of the financial statements. 



THE CITY OF SAN DIEGO ANNUAL FINANCIAL REPORT 

Proprietary Fi 

Enterprise 

S 425,578 
16 

3,927 

0 
51,840 

0 
14 
5 
0 

3,942 
17,409 

0 
1,500 

0 
18,837 

0 
16,641 

222 
0 

836 

9,711 
103 

1,319,702 

0 

0 

0 1,870,283 

md 

$ 

$ 

Types 

Internal 
Serviee 

45 

2 

25 

74 

,503 

90 

'0 
41 

265 

,892 

214 

,768 

,773 

Fiduciary 
Fund Types 

Trust and 
Agency 

« 277,986 
308 

1,139,107 

0 
1,348 

0 
0 
0 

2,374 
10,057 

0 
0 
0 
0 
7 
0 
0 
0 
0 

177 

0 
0 
0 

0 

0 

$ 1,431,364 

Account 

General 
Fixed 
Assets 

6 

818, 

$ 818, 
rs===ssrs 

901 

901 
=== 

Groups 

General 
Long-Term 

Debt 

$ 

77, 

446, 

0 523, 
========= 

126 

806 

932 

Totals 
(Hemorandun Only) 

1993 

$ 1,120,944 
5,480 

1,217,894 

16,509 
72,688 

5 
7,183 
27,869 
2,374 
19,669 
28,021 

453 
37,506 
38,577 
42,749 

694 
16,641 
3,114 
20,112 
4,199 

11,702 
103 

2,164,371 

77,126 

446,806 

« 5,382,789 

$ 

sr 

1992 

1,099,572 
4,700 

1,258,990 

19,500 
64,703 

270 
4,792 
24,595 
1,806 
19,842 
20,458 

409 
2,043 
35,879 
42,814 

974 
19,580 
3,438 
16,162 
2,707 

9,203 
103 

1,924,973 

73,593 

453,588 

5,104,694 
a=s====sss 

Continued on next page 



THE CitY OF SAN blEGb : AfSINUAL FINANCIAL REPORT | 

COMBINED BALANCE SHEET - ALL FUND TYPES AND ACCOUNT GROUPS 
June 30, 1993 

With Comparative Figures for June SO, 1992 
CIn Thousands) 

Governmental Fund Types 

General 
LIABILITIES 

Obligations Urtder Reverse 
Repurchase Agreements 0 1,349 

Accounts Payable 2,606 
Accrued Wages mnd Benefits 16,794 
Other Accrued Liabilities 0 
Employees* Deferred Compensation 

/4011k) Plans 0 
Liability Claims 0 
Hatured Bonds, Notes and Interest Payable 0 
Interest Accrued on Long-Term Debt 0 
Long-TerM* Debt Due Within One Year 0 
Due to Other Funds 0 
Due to Other Agencies 0 
Deferred Revenue 18,766 
Advances from Other Funds 0 
Advances from Other Agencies 0 
Deposits/Advances from Others 0 
Sundry Trust Liabilities 0 
Capital Lease Obligetions 0 
Contracts and Notes Payable 35,500 
General and Special Obligation Bonds 

Payable 0 
Revemie Bonds Payable - Net of Current 

Portion 0 

TOTAL LIABILITIES 75,015 

FUND EQUITY AND OTHER CREDITS 

Investment in General Fixed Assets 0 
Contributed Capital 0 
Retained Earnings (Deficit): 

Reserved for Claims and Contingencies 0 
Reserved for General Long-Term Claims 0 
Unreserved 0 

Fund Balances: 
Reserved for Land Held for Resale 0 
Reserved for Eiteumbraiwes 7,313 
Reserved for Advances and Deposits 22,219 
Reserved for Nonexpendable Trust 0 
Reserved for Pension Benefits 0 
Reserved for Debt Serviee 0 
Reserved for Lean Commitments 0 
Reserved for Project Equity/Operations 0 
Unreserved: 
Designated for Subsequent Years* 

Expenditures 3,211 
Undesignated 6,023 

TOTAL FUND EQUITY AND OTHER CREDITS 38,766 

TOTAL LIABILITIES AND 
FUND EQUITY AND OTHER CREDITS * 113,781 

SSSSSSBSSSS 

Special 
Revenue 

0 21,586 
5,240 
1,327 
27,560 

0 
0 
0 
0 
0 

506 
5,508 
28,930 
1,249 
103 

4,806 
0 
0 
0 

0 

0 

96,815 

0 
0 

0 
0 
0 

1,271 
14,477 
1,211 

0 
0 

28,980 
11,292 
4,090 

26,630 
39,688 

127,639 

« 224,454 
rsasssssssss 

Debt 
Serviee 

« 

5 

7 

48 

48 

• S5 

975 
124 

177 

,922 

,205 

,146 

146 

351 
SBSSSSSBSSSS 

Capital 
Projeets 

$ 20,583 
750 
0 
0 

0 
0 
0 
0 
0 
0 
0 

44,664 
58 
0 
0 

548 
0 
0 

0 

0 

66,603 

0 
0 

0 
0 
0 

18,841 
31,580 

0 
0 
0 
0 
0 
0 

99,251 
53,675 

203,347 

» 269,950 
ssessossssas 

The aceempanyiitg notes are an integral part of the finaneial statements. 
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Proprietary Fi 

Enterprise 

« 43,632 
24,503 
12,427 

696 

0 
1,004 
103 
232 

4,687 

0 
30,836 

0 
0 

1,600 
0 
0 

7,471 

0 

10,387 

139,078 

0 
981,993 

0 
0 

749,212 

0 
0 
0 
0 
0 
0 
0 
0 

0 
0 

1,731,205 

« 1,870,283 

jnd 

» 

* 

Types 

Internal 
Serviee 

3,769 
2,589 
4,256 

0 

0 
27,530 

0 
0 
0 
0 
0 

198 
40,655 

0 
0 
0 
0 
0 

0 

0 

78,997 

0 
226 

2,754 
-24,722 
17,518 

0 
0 
0 
0 
0 
0 
0 
0 

0 
0 

-4,224 

74,773 
assBSsssssss 

Fiduciary 
Fund Types 

Trust and 
Ageiwy 

$ 15,061 
3,965 
121 
0 

61,576 
0 
0 
0 
0 

35,500 
1,810 
413 
780 
0 

8,062 
6,298 

0 
0 

0 

0 

133,586 

0 
0 

0 
0 
0 

0 
1,037 

0 
4,355 

1,290,471 
0 
0 
0 

287 
1,628 

1,297,778 

0 1,431,364 

Account Groups 

General 
Fixed 
Assets 

• 1 

818,901 

818,901 

0 818,901 
SSSSSSSSSSSB 

General 
Long-Term 

Debt 

0 0 

36,337 

21,500 

37 
79,891 

386,167 

523,932 

• 523,932 

Totals 
(Hemorandum Only) 

1993 

• 106,955 
39,777 
71,262 
28,256 

61,576 
50,034 

280 
232 

4,687 
37,506 
7,318 

129,729 
42,749 

103 
14,468 
6,846 

37 
122,662 

386,167 

10,387 

1,121,231 

818,901 
982,219 

2,754 
-24,722 
766,730 

20,112 
54,407 
23,430 
4,355 

1,290,471 
77,126 
11,292 
4,090 

129,379 
101,014 

4,261,558 

• 5,382,789 

• 

t 

1992 

111,834 
171,341 
65,055 
24,148 

52,989 
64,886 

265 
285 

4,914 
2,043 
6,671 

105,002 
42,814 

273 
15,918 
5,839 

77 
82,552 

385,600 

12,769 

1,155,295 

765,263 
895,377 

1,637 
-25,777 
676,697 

16,162 
73,423 
25,567 
4,051 

1,173,424 
73,593 
4,396 
6,236 

145,912 
111,396 

3,949,399 

5,104,694 
BSSSSSBSB8S8 



THE CITY OF SAN DIEGO ANNUAL FINANCIAL REPORT 

COMBINED STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES 
ALL GOVERNMENTAL FUND TYPES AND EXPENDABLE TRUST FUNDS 

Year Ended June 30, 1993 
With Comparative Figures for the Year Ended June 30, 1992 

(In Thousands) 

General 

REVENUES 
Property Taxes aiui Special Assessments 0 121,314 
other Local Taxes .- 144,323 
Licenses and Permits 19,909 
Fines, Forfeitures and Penalties 13,951 
Revenue from Use ef Honey and Property 23,994 
Revenue from Federal Agencies 277 
Revenue from Other Agencies 41,407 
Revenue from Private Sources 0 
Charges for Current Services 52,628 
other Revenue 2,157 

TOTAL REVENUES 419,960 

EXPENDITURES 
Current: 
General Government 71,202 
Public Safety 231,348 
Libraries 15,277 
Parks, Recreation aiKl Culture '. 40,248 
Gerwral Services 57,375 
Engineerir>g and Development 22,664 
Housing and Community Development 0 
Public Transportation 0 
Employment and Soeial Service Programs 463 
Miscellaneous and Unallocated 2,305 

Capital Projects . . . .^ 0 
Debt Service: 
Prineipal Retirement 0 
Interest 0 

TOTAL EXPENDITURES 440,882 

EXCESS (DEFICIENCY) OF REVENUES OVER EXPENDITURES -20,922 

OTHER FINANCING SOURCES (USES) 
Long-Term Debt Proceeds 0 
Transfers from Proprietary/Fiduciary Funds 1,073 
Transfers from Other Funds 34,222 
Transfers to Escrow Agent 0 
Transfers to Proprietary Funds -8,399 
Transfers to Other Funds -4,525 
Cost ef Issuar>ce, Bonds and Notes 0 

TOTAL OTHER FINANCING SOURCES (USES) 22,371 

EXCESS (DEFICIENCY) OF REVENUES AND OTHER FINANCING SOURCES 

OVER EXPENDITURES AND OTHER FINANCING USES 1,449 

Fund Balances at Beginning of Year 36,817 

Residual Equity Transfers from (to) Other Funds 500 

FUND BALANCES AT END OF YEAR 0 38,766 

The accompanying notes are an integral part of the financial statements. 
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•IB^B^MaBIBB^BaBBHBB^H^l^BBB^^iBB^B^H^^BM^^aBI^HnMBi^BaaiHII^B^H^^Ba^lHBam^BBBBn^i^^HlH^B^a^BMBIi^Bjl 

Governmental Fund Types 

Special 
Revenue 

0 19,612 
66,458 
3,098 
2,280 
39,539 
78,468 
9,999 
7,164 
8,869 
5,895 

Debt 
Service 

0 19,968 

2,512 

Cepital 
Projects 

0 4,542 
8,585 
1,501 

0 
10,190 
3,934 
4,946 
10,368 

0 
2,049 

241,382 

200,723 

40,659 

-42,305 

22,481 

39,961 

-17,480 

15,010 

46,115 

7,900 
10,454 
1,380 
45,350 
14,430 
7,449 
92,780 
1,989 
4,718 

0 
14,273 

0 
0 

12 
26 

939 

,942 
,080 

2,966 
0 
0 
18 
12 

-142 
2 
82 
0 
0 

87,264 

0 
0 

90,202 

-44,087 

0 
0 

35,226 
0 

-480 
-77,051 

0 

38,418 
0 

19,336 
-41,364 

0 
-198 
-1182 

15,512 
0 

9,792 
0 
0 

-16,868 
-475 

7,961 

-1,646 

129,285 

0 

• 127,639 
SSSSSSBBSSBS 

• 
sss: 

-2,470 

50,616 

0 

48,146 
:ssssssss 

0 
sss 

-36,126 

239,473 

0 

203,347 
sssssssss 

Fiduciary 
Fund Type 

Expendable 
Trust 

0 
0 
0 
0 

1,192 
0 
0 

1,017 
8 
0 

2,217 

508 
0 
26 

1,194 
0 
0 
0 
3 
0 
3 

241 

0 
0 

1,975 

242 

0 
0 
69 
0 
0 
-3 
0 

66 

308 

1,765 

0 

2,073 

Totals 
(Memorandum only) 

1993 

« 165,436 0 
219,366 
24,508 
16,231 
77,427 
82,679 
56,352 
18,549 
61,505 
10,102 

732,155 

83,515 
241,802 
16,683 
86,810 
71,817 
29,971 
92,782 
2,074 
5,181 
2,308 

101,778 

12,942 
26,080 

773,743 

-41,588 

53,930 
1,073 
98,645 
-41,364 
-8,879 
-98,645 
-1,657 

3,103 

-38,485 

457,956 

500 

* 419,971 0 
==sssssss==s =s: 

1992 

172,029 
208,574 
24,129 
16,618 
85,492 
83,987 
50,466 
26,523 
61,632 
8,936 

738,188 

80,978 
237,181 
17,166 
94,566 
73,203 
31,718 
68,654 
2,836 
4,566 
10,193 
138,478 

17,345 
27,018 

823,902 

-85,714 

66,857 
821 

107,618 
0 

-167 
-107,618 

-284 

67,227 

-18,487 

476,443 

0 

457,956 
:s===s&=ss 



THE CITY OF SAN DIEGO ANNUAL FINANCIAL REPORT 

COMBINED STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES 
BimCET ANO ACTUAL (BUDGETARY BASIS) - BUDGETED GOVERNMENTAL FUND TYPES 

Year Ended June 30, 1993 
(In Thousends) 

General Fund 

Actual on 
Budgetary 
Basis Budget 

REVENUES 
Property Taxes and Special Assessments 0 121,314 0 134,252 
Other Local Taxes 144,323 143,200 
Licenses and Permits 19,909 22,627 
Fines, Forfeitures and Penalties 13,951 15,239 
Revenue from Use of Honey and Property 23,423 25,095 
Revenue from Federal Agencies 277 63 
Revenue from Other Agencies 41,407 42,969 
ReverHie from Private Sources 0 0 
Charges for Current Services 52,628 58,414 
Other Revenue 2,157 4,286 
Excess Revenue Appropriated 0 0 

TOTAL REVENUES 419,389 446,345 

EXPENDITURES 
Current: 
General Govemment 71,860 81,359 
Public Safety 234,320 239,732 
Libraries 15,596 ^7,015 
Parks, Recreation and Culture 41,870 47,108 
General Services 60,792 63,095 
Engineering and Development 22,799 25,296 
Mousing artd Community Oevelopment 0 0 
Public Transportation - 0 0 
Employment and Social Service Programs 464 594 
Hiseellaneous and Urtalleeated 2,359 4,379 

Capital Projects 0 0 
Debt Service: 
Principal Retirement 0 0 
Interest 0 0 

TOTAL EXPENDITURES 450,060 478,578 

EXCESS (DEFICIENCY) OF REVENUES OVER EXPENDITURES -30,671 -32,233 

OTHER FINANCING SOURCES (USES) 
Transfers from Proprietary/Fiduciary Funds 6,067 2,222 
Transfers from Other Ftmds 34,222 34,306 
Transfers to Proprietary FUIKIS -8,399 -8,399 
Transfers to Other Funds -4,525 -4,525 

TOTAL OTHER FINANCING SOURCES (USES) 27,365 23,604 

EXCESS (DEFICIENCY) OF REVENUES AND OTHER 
FINANCING SOURCES OVER EXPENDITURES AND OTHER FINANCING USES -3,306 -8,629 

Fund Balances Undesignated at July 1, 1992 2,517 2,517 
Residual Equity Transfers from (to) Other Funds 500 500 
Reserved for Encumbrances at July 1, 1992 6,101 6,101 
Reserved for Debt Service at July 1, 1992 0 0 
Reserved for Debt Serviee at June 30, 1993 0 0 
Designated for Subsequent Years* Expenditures at July 1, 1992 3,422 3,422 
DesigiMted for Subsequent Years* Expenditures at June 30, 1993 -3,211 0 

FUND BALANCES imOESIGNATEO AT JUNE 30, 1993 0 6,023 « 3,911 

The accompanying notes are an integral part of the financial statements. 
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THE CITY OF SAN DIEGO ANNUAL FINANCIAL REPORT 

Budgeted 
Special Revenue Funds 

Actual on 
Budgetary 
Besis 

0 7,486 $ 
66,302 

544 
0 

23,349 
0 

6,132 
9 

2,167 
641 
0 

106,630 

294 
6,813 

0 

18,022 
1,401 
4,230 

8 
0 
0 

3,063 

0 
0 

81,568 

25,062 

0 
13,307 

0 
-49,088 

-35,781 

-10,719 

15,179 
0 

18,618 
0 
0 

12,271 
-13,584 

0 21,765 0 
sssss=ssss =. 

Budget 

7,927 
69,256 

554 
0 

22,668 
0 

6,782 
0 

2,045 
662 

1,487 

111,381 

333 
10,248 

0 
52,188 
26,250 
1,604 
4,646 

57 
0 

203 
14,577 

0 
0 

110,106 

1,275 

0 
18,123 

0 
-54,714 

-36,591 

-35,316 

15,179 
P 

16,618 
0 
0 

12,271 
-884 

9,868 
s=s==ss== 

Budgeted 
Debt Service 

Actual on 
Budgetary 

Funds 

Basis Budgat 

0 3,056 $ 

138 

3,194 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

1,675 
2,379 

4,054 

-860 

0 
1,169 

0 
0 

1,169 

309 

0 
0 
0 

2,420 
-2,729 

0 
0 

« 0 « 
ssrsssrsss ss 

3,056 
0 
0 
0 
88 
0 
0 
0 
0 
0 
0 

3,144 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

1,675 
2,887 

4,562 

-1,418 

0 
1,069 

0 
0 

1,069 

-349 

0 
0 
0 

2,420 
-2,071 

0 
0 

0 
:======= 

Budgeted 
Capital Project. 

Actual on 
Budgetary 

s Funds 

Basis Budget 

$ 0 0 
915 
0 
0 

117 
2,220 
4,716 

0 
0 

1,781 
0 

9,749 

7 
0 
0 
0 
0 

-254 
0 
0 
0 
0 

25,404 

0 
0 

25,157 

-15,408 

0 
864 
0 

-5,442 

-4,578 

-19,986 

6,817 
0 

8,942 
0 
0 

19,554 
-10,925 

« 4,202 $ 
sss===sss= ssss 

0 
915 
0 
0 
0 

665 
5,955 

0 
0 

556 
0 

8,091 

94 
0 
0 
0 
0 

161 
0 
0 
0 
0 

38,304 

0 
0 

38,559 

-30,468 

0 
950 
0 

-2,850 

-1,900 

-32,368 

6,817 
0 

8,942 
0 
0 

19,354 
0 

2,745 
======= 

Total 
(Memorandum Only) 

Actual on 
Budgetary 
Basis 

$ 131,856 $ 
211,540 
20,453 
13,951 
47,027 
2,497 
52,255 

9 
54,795 
4,579 

0 

538,962 

72,161 
241,133 
15,596 
89,607 
76,814 
23,946 
4,230 

8 
464 

2,359 
28,467 

1,675 
2,379 

560,839 

-21,877 

6,067 
49,562 
-8,399 
-59,055 

-11,825 

-53,702 

24,513 
500 

33,661 
2,420 
-2,729 
55,047 
-27,720 

* 51,990 « 
========== = 

Budget 

145,235 
215,371 
23,381 
15,259 
47,851 

728 
55,706 

0 
60,459 
5,504 
1,487 

568,961 

81,786 
249,980 
17,015 
99,296 
89,545 
27,061 
4,646 

57 
594 

4,582 
52,681 

1,675 
2,887 

651,805 

-62,844 

2,222 
54,448 
-8,599 
-62,089 

-15,818 

-76,662 

24,515 
500 

55,661 
2,420 
-2,071 
55,047 
-884 

16,524 
ES==SSS=S 

Variance 
Fevorable 

(Unfavorable) 

0 -15,579 
-1,851 
-2,928 
-1,288 
-824 
1,769 
-5,451 

9 
-5,664 
-925 

-1,487 

-29,999 

9,625 
8,847 
1,419 
9,689 
10,551 
3,115 
416 
49 
150 

2,225 
24,414 

0 
508 

70,966 

40,967 

5,845 
-4,886 

0 
5,034 

1,995 

42,960 

0 
0 
0 
0 

-658 
0 

-26,856 

$ 15,466 
============ 
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THE CITY OF SAN DiEGO ANNUAL FINANCIAL REPORT j 

COMBINED STATEMENT OF REVENUES, EXPENSES AND CHANGES IN 
RETAINED EARNINGS/FUND BALANCES - ALL PROPRIETARY FUND TYPES AND SIMILAR TRUST FUNDS 

Year Ended June 50, 1995 
With Comparative Figures for June 30, 1992 

(In Thousands) 

Proprietary Fund Types 

Internal 
Enterprise Service 

OPERATING REVENUES 

Eamings on Investments 0 0 0 0 
Sale of Water 115,525 0 
Charges for Services 195,726 16,546 
Contributions 0 25,841 
Revenue from Use of Property 2,252 0 
Usage Fees 58,879 18,811 
Other » 1,956 1,076 

TOTAL OPERATING REVENUES 552,298 62,274 

OPERATING EXPENSES 

Benefit and Claim Payments 0 29,051 
Maintenance and Operations 152,194 17,084 
Cost of Materials Issued 151 11,510 
Cost of Water Purchased 52,178 0 
Taxes 4,171 0 
Administrat ion 57,596 7,710 
Depreciation and Amortization 22,501 5,862 
Other 0 0 

TOTAL OPERATING EXPENSES 286,791 70,997 

OPERATING INCOME 65,507 -8,723 

NONOPERATING REVENUES (EXPENSES) 

Earnings on Investments 22,958 231 
Federal Grant Assistance 3,051 0 
Other Agency Grant Assistance -1,667 0 
Bortd Interest Payments -1,281 0 
Gain on Sale/Retirement of Fixed Assets -2,211 126 
Other 8,010 -4 

TOTAL NONOPERATING REVENUES (EXPENSES) 28,860 353 

INCOME BEFORE OPERATING TRANSFERS 92,567 -8,370 

Operating Transfers In 500 1,512 
Transfers from Governmental Funds 40 8,839 
Operating Transfers Out -500 -1,512 
Transfers to Goveritmental Funds > 0 -782 

NET INCOME (LOSS) 92,407 -313 

Retailed Earnii^s/Fund Balances at Beginning of Year 656,805 -4,157 

RETAINED EARNINGS/FUND BALANCES AT END OF YEAR 0 749,212 0 -4,450 

The accompanying notes are an integral part of the financial statements. 
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THE CITY OF SAN DIEGO ANNUAL FINANCIAL REPORT 

Fiduciary 

Pension 
Trust 

0 112,647 
0 

105 
64,916 

0 
0 
0 

197,668 

74,987 
0 
0 
0 
0 

0 
0 

80,495 

117,175 

0 
0 
0 
0 
0 
0 

0 

117,175 

0 
0 

0 

117,175 

1,174,175 

0 1,291,550 

Fund Types 

U M P . .-a...t.« . 

0 

$ 

Trus-t 

550 

46 

596 

1 

595 

0 
0 
0 
0 
0 
0 

0 

595 

0 
0 
0 

-291 

504 

4,051 

4,555 

To lals 

1995 

0 115,197 
115,525 
210,425 
110,757 
2,232 
57,690 
3,012 

612,856 

104,018 
169,276 
11,461 
52,178 
4,171 
70,812 
28,363 

1 

440,262 

172,554 

23,189 
3,051 
-1,667 
-1,281 
-2,085 
8,006 

29,213 

201,767 

2,012 
6,879 
-2,012 
-1,075 

209,575 

1,630,894 

« 2,040,467 

0 

— 

0 

1992 

120,555 
97,856 
207,954 
107,963 
3,329 
52,205 
2,669 

592,309 

87,986 
161,956 
15,306 
41,491 

933 
70,065 
28,830 

2 

406,569 

165,740 

33,369 
690 
970 

-1,557 
1,585 
-3,998 

31,099 

216,839 

706 
167 
-706 
-821 

216,165 

1,614,598 

1,850,785 
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THE CITY OF SAN blEGO ANNUAL FINANCIAL REPORT 

COMBINED STATEMENT OF CASH FLOWS 
INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 

ALL PROPRIETARY FUND TYPES AND NONEXPENDABLE TRUST FUND 
Year Ended June 30, 1993 

With Comparative Figures for June 30, 1992 
(In Thousands) 

Proprietary Fund Types 

Enterprise 
Internal 
Service 

CASH FLOWS FROM OPERATING ACTIVITIES 

Operating Income (Loss) 0 

Adjustments to Reconcile Operating Income (Loss) to 
Net Cash Provided By (Used For) Operating Activities: 

Eamings on Investments Included 
in Operating Income 

Reverse Repurchase Agreement Expense 
Included in Operating Income 

Depreciation and Amortization 
Changes in Assets and Liabilities: 

(Increase) Decrease in Receivables: 
Accounts and Special Assessments - Net 
Claims - Net 
Notes 
Grants 
From Other Funds 

(Increase) Decrease in Inventories , 
(Increase) Decrease in Prepaid and Reimbursable 
Items and Deposits 

Increase (Decrease) in Accounts Payable 
Increase (Deerease) in Advances , 
Increase (Decrease) in Accrued Wages and Benefits 
Increase (Decrease) in Other Accrued Liabilities 
Increase (Decreese) in Liability Claims 
Increase (Decrease) in Due to Other Funds , 
Increase (Deerease) in Deferred Revenue 

Other Nonoperating Revenue 

NET CASH PROVIDED BY (USED FOR) 
OPERATING ACTIVITIES 

63,507 -6,723 

0 
22,501 

3,016 
0 
61 

-2,415 
500 

2,915 

-235 
-5,379 

0 
732 
95 
-59 
-500 

13,285 
9,094 

107,118 

0 
5,862 

81 
45 
0 
0 
0 

348 

-176 
1,471 
-259 
20 
0 

-817 
0 
32 
6 

-2,110 

CASH FLOWS FROM NCMCAPITAL FINANCING ACTIVITIES 

Operating Transfers In 
Transfers from Governmental Funds 
Operating Transfers Out 
Transfers to Governmental Funds 
Federal Grants Received 
Operatir«g Grents Received 
Payments for Advances and Deposits 

NET CASH PROVIDED BY (USED FOR) 
NONCAPITAL FINANCING ACTIVITIES 

500 
40 

-SOO 
0 

682 
984 

-1,426 

280 

1,512 
8,839 
-1,512 
-782 

0 
0 

-758 

7,519 

The accompanying notes are an integral part of the finaneiel stetements. 
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THE CITY OF SAN DIEGO ANNUAL FINANCIAL REPORT | 

Fiduciary 
Fund Type Total 

(Memorandum only) 
Nonexpendable — 

Trust 1993 1992 

595 55,379 50,593 

-550 -550 -462 

1 
0 

-2 
0 
0 
0 
0 
0 

0 
0 
0 
0 
0 
0 
0 
2 
0 

46 

1 
26,365 

3,095 
45 
61 

-2,415 
500 

3,263 

-411 
-3,908 
-259 
752 
95 

-876 
-500 

13,319 
9,100 

105,054 

1 
28,850 

-10,767 
14 
43 
0 

-1,239 
585 

-128 
-6,369 

0 
2,177 
-240 

-1,435 
2,000 
5,891 
1,531 

68,825 

291 

2,012 
8,679 
-2,012 
-1,073 

662 
984 

-2,164 

706 
167 
-706 
-821 

0 
1,665 
-2,150 

-291 7,308 -1,159 
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THE CITY OF SAN DIEGO ANNUAL FINANCIAL REPORT 

COMBINED STATEMENT OF CASH FLOWS 
INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 

ALL PROPRIETARY FUND TYPES AND NONEXPENDABLE TRUST FUND 
Year Ended June 30, 1993 

With Comparative Figures for June 30, 1992 
(In Thousands) 

Proprietary Fund Types 

Internal 
Enterprise Serviee 

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES 

Proceeds from Issuance of Long-Term Debt 0 1,700 
Proceeds from Contributed Capital 
Acquisition of Fixed Assets 
Proceeds from the Sale of Fixed Assets 
Principal Payment on Capital Lease 
Prineipal Paid on Long-Term Debt 
Interest Paid on Long-Term Debt 

35,440 
161,934 
-4,502 

-64 
-5,009 
-1,335 

0 
-2,895 

296 
0 
0 
0 

NET CASH PROVIDED BY (USED FOR) 
CAPITAL AND RELATED FINANCING ACTIVITIES -135,724 -2,599 

CASH FLOWS FROM INVESTING ACTIVITIES 

Net Change of Investments/Obligations Under 
Reverse Repurchase Agreements -7,604 -128 

Purchase of Investments 0 -103 
(Iitcrease) Decrease in Accrued Interest Receivable 0 -4 
Interest and Dividends Received on Investments 23,181 231 
Reverse Repurchase Agreement Interest Paid -1,084 -10 

NET CASH PROVIDED BY (USED FOR) 
INVESTING ACTIVITIES 14,293 -14 

Net Increase (Deerease) in Cash and Cash Equivalents -14,033 2,596 

C a A and Cas)« Equivalents at Begirming of Year 449,441 42,907 

CASH ANO CASH EQUIVALENTS AT END OF YEAR 0 435,408 $ 45,503 

Tha accompanying notes are an integral part of the financial statements. 

16 



THE CITY OF SAN DIEGO ANNUAL FINANCIAL REPORT | 

Fiduciary 
Fund Type Totals 

(Memorandum only) 
Nonexpendable 

Trust 1993 1992 

$ 1,700 
35,440 

-164,629 
-4,206 

-84 
-5,009 
-1,335 

0 2,097 
32,744 

-138,272 
2,170 

0 
-6,034 
-1,616 

-138,323 -108,911 

20 
128 
0 

550 
-1 

-7,912 
-231 
-4 

23,962 
-1,095 

-14,400 
0 
0 

34,911 
-1,766 

0 

441 

196 

560 

756 0 

14,720 

-11,241 

492,908 

481,667 « 

18,745 

-22,460 

515,388 

492,908 
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THE CITY OF SAN DIEGO ANNUAL FIJNANCIAL REPORT | 

NOTES TO THE HNANCIAL STATEMENTS 

YEAR ENDED JUNE 30,1993 

1. SUMMARY OF SIGNIHCANT POLICIES 

The City of San Diego (the "City") adopted its charter on April 7. 1931 and operates as a 
municipality in accordance with State laws. The City is governed by an elected nine member 
City Council, including the Mayor. Residents of the City are provided with a wide range of 
services including parks, recreation, police, fire, water and sewer services. 

The accounting policies of the City conform to generally accepted accounting principles 
("GAAP") as applicable to governmental units. The following is a sununary of the more 
significant of such policies: 

A. Scope of Financial Reporting Entity 

The City has defined its reporting entity in accordance with criteria prescribed by the 
Govemmental Accounting Standards Board ("GASB"), which provide guidance for 
determining which governmental activities, organizations and functions should be 
included in the City's reporting entity. 

Tlie criteria for inclusion in the Comprehensive Annual Financial Report ("CAFR") of 
such information is generally based on the ability of the City to exercise oversight 
responsibility over such activities, organizations and functions. Such oversight 
responsibility is considered to mean the existence of financial interdependency and the 
ability to appoint goveming boards, to designate management, the ability to 
significantly influence operations, to approve annual operating budgets or to control 
day to day operations. In analyzing the City's broad scope of operations. City 
management has determined that the City exercises such oversight responsibility over 
the following other entities: 

Automated Regional Justice Information System (a joint-powers agency) 
Centre City Development Corporation 
City of San Diego Metropolitan Transit Development Board 

Authority (a joint-powers agency) 
Mid-City Development Corporation 
Redevelopment Agency of tiie City of San .Diego 
San Diego Convention Center Corporation, Inc. 
San Diego Data Processing Corporation 
San Diego Festivals, Inc. 
San Diego Housing Authority 
San Diego Industrial Development Autiiority 
San Diego Open Space Park Facilities District #1 

1 8 - 1 



THE CITY OF SAN DIEGO ANNUAL FINANCIAL REPORT | 

1. SUMMARY OF SIGNinCANT POLICIES (CONTINUED) 

San Diego Facilities and Equipment Leasing Corporation 
San Diego Planetarium Authority (a joint-powers agency) 
San Diego Stadium Authority (a joint-powers agency) 
Southeast Economic Development Corporation 
San Ysidro Revitalization Project 

B. Basis of Presentation 

The accounts of the City are organized on the basis of funds or account groups, each 
of which is considered a separate accounting entity. The operations of each fund are 
accounted for with a separate set of self-balancing accounts that comprise its assets, 
liabilities, fund balance/retained earnings, revenues and expenditures/expenses. The 
various funds are summarized by type in the financial statements. The foiiowing iiind 
types and account groups are used by the City: 

GOVERNMENTAL FUND TYPES 

Governmental Fund Types are those through which most governmental functions of 
tiie City are financed. The acquisition, use, and balances of the City's expendable 
financial resources and the related liabilities (except those accounted for in Proprietary 
Fund Types) are accounted for tiirough Governmental Fund Types. The measurement 
focus is upon determination of financial position and changes in financial position, 
rather than upon net income determination. The following are the City's 
Governmental Fund Types: 

General Fund - The General Fund is the general operating fund of the City. 
It is used to account for all financial resources, except those required to be 
accounted for in anotiier fund. 

Special Revenue Funds - Special Revenue Funds are used to account for the 
proceeds of specific revenue sources (otiier than those for expendable trusts or 
for major capital projects) that are legally restricted to expenditures for 
specific purposes. 

Debt Service Funds - Debt Service Funds are used to account for the 
accumulation of resources for, and the payment of, general long-term debt 
principal, interest and related costs. 

Capital Projects Funds - Capital Projects Funds are used to account for 
financial resources to be used for the acquisition or construction of major 
capital facilities (other than those financed by Proprietary Fund Types and 
certain trust fiinds). 
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THE CITY OF SAN DIEGO ANNUAL FINANCIAL REPORT j 

1. SUMMARY OF SIGNIHCANT POLICIES (CONTINUED) 

PROPRIETARY FUND TYPES 

Proprietary Fund Types are used to account for the City's ongoing organizations and 
activities which are similar to those often found in the private sector. The 
measurement focus is upon determination of net income, financial position and 
changes in financial position. The following are the City's Proprietary Fund Types: 

Enterprise Funds - Enterprise Funds are used to account for operations (a) that 
are financed and operated in a manner similar to private business enterprises -
where the intent of the governing body is that the costs (expenses, including 
depreciation) of providing goods or services to the general public on a 
continuing basis be financed or recovered primarily through user charges; or 
(b) where the governing body has decided that periodic determination of 
revenues eamed, expenses incurred, and/or net income is appropriate for 
capital maintenance, public policy, management control, accountability or 
other purposes. 

Intemal Service Funds - Internal Service Funds are used to account for tiie 
financing of goods or services provided by one department or agency to other 
departments or agencies of the City, or to other governmental units, on a cost-
reimbursement basis. 

FIDUCIARY FUND TYPES 

Fiduciary Fund Types are used to account for assets held by the City in a trustee 
capacity or as an agent for individuals, private organizations, otiier governmental 
units, and/or other funds: 

Tmst and Agency Funds - Trast and Agency Funds include Expendable. 
Nonexpendable, Pension Trast and Agency Funds. Nonexpendable and 
Pension Trast Funds are accounted for and reported in the same maimer as 
Proprietary Fund Types since capital maintenance is critical. Expendable 
Trast and Agency Funds are accounted for and reported similar to 
Governmental Fund Types. 
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1. SUMMARY OF SIGNIHCANT POLICIES (CONTINUED) 

ACCOUNT GROUPS 

Account Groups are used to establish accounting control and accountability for the 
City's general fixed assets and general long-term debt. The following are the City's 
account groups: 

General Fixed Assets Account Group - This account group is established to 
account for all fixed assets of tiie City, otiier tiian tiiose accounted for in tiie 
Proprietary Fund Types. 

General Long-Term Debt Account Group - This account group is established 
to account for all long-term debt of the City, except for that accounted for in 
the Proprietary Fund Types. 

C. Basis of Accounting 

Governmental Fund Types. Expendable Trast and Agency Funds 

The modified accraal basis of accounting is followed in the Governmental Fund 
Types. Expendable Trast and Agency Funds. Under tiie modified accraal basis of 
accounting, revenues are recorded when susceptible to accraal. i.e., botii measurable 
and available. Available means collectible within the current period or soon enough 
tiiereafter to be used to pay liabilities of the current period. Revenues which are 
considered susceptible to accraal include real and personal property taxes, interest and 
state and federaJ grants and subventures. In applying the susceptible to accraal 
concept to state and federal revenues, tiie legal and contractual requirements of the 
numerous individual programs are used as guidance. 

Other local taxes. licenses and permits, charges for services, fines and forfeitures, and 
miscellaneous revenues are recorded as revenues when received in cash because they 
are generally not measurable until actually received. 

Expenditures are recognized when the related fund liability is incurred except for (1) 
principal and interest of general long-term debt which are recognized when due; and 
(2) employee annual leave and claims and judgments from litigation and self-insurance 
which are recorded in the period due and payable since such amounts will not 
currently be liquidated with expendable available financial resources. 
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SUMMARY OF SIGNIHCANT POLICIES (CONTINUED) 

Proprietary Fund Types, Pension Trast and Nonexpendable Trast Funds 

The accraal basis of accounting is used in all Proprietary Fund Types. Pension Trast 
and Nonexpendable Trast Funds. Under the accraal basis of accounting, revenues are 
recognized when- eamed, and expenses are recorded when incurred. Estimated 
unbilled revenues firom the Water and Sewerage Utility (Enterprise) Funds are 
recognized at the end of each fiscal year. This estimated amount is based on billings 
during the month following the close of tiie fiscal year. 

The City reports deferred revenue on its combined balance sheet. Deferred revenues 
arise when a potential revenue does not meet both the "measurable" and "available" 
criteria for recognition in the current period. Deferred revenues also arise when 
resources are received by the City before it has a legal claim to them, as when grant 
monies are received prior to the incurrence of qualifying expenditures. In subsequent 
periods when both revenue recognition criteria are met, or when the City has a legal 
claim to the resources, the liability for deferred revenue is removed from the 
combined balance sheet and revenue is recognized. 

D. Property Taxes 

The County of San Diego (the "County") bills and collects property taxes on behalf of 
numerous special districts and incorporated cities, including the City. The City's 
collection of current year's taxes are received through periodic apportionments from 
the County. 

The County's tax calendar is from July 1 to June 30. Property taxes attach as a lien 
on property on March 1. Taxes are levied on July 1 and are payable in two equal 
installments on November 1 and Febraary 1, and become delinquent after December 
10 and April 10, respectively. 

Since the passage of California's Proposition 13. beginning with fiscal year 1978-79 
general property taxes are based eitiier on a flat 1% rate applied to tiie 1975-76 full 
value of the property or on 1 % of the sales price of any property sold or of the cost 
of any new constraction after tiie 1975-76 valuation. Taxable values on properties 
(exclusive of increases related to sales and new constraction) can rise at a maximum 
of 2% per year. 

This Proposition 13 limitation on general property taxes does not apply to taxes levied 
to pay the debt service on any indebtedness approved by the voters prior to June 6, 
1978 (the date of passage of Proposition 13). 

Property tax revenue is recognized in the fiscal year for which the taxes have been 
levied, provided the taxes are received witiiin 60 days of the end of the fiscal year. 
Property taxes received after this date are not considered available as a resource that 
can be used to finance tiie current year operations of tiie City and, therefore, are not 
recorded as revenue until collected. 
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1. SUMMARY OF SIGNIHCANT POLICIES (CONTINUED) 

D. Propertv Taxes (Continued) 

The City provides an allowance for uncollected property taxes of 3% of the 
outstanding balance which is reflective of historical collections. 

E. Budgetary Data 

General Budget Policies 

On or before the first meeting in May of each year the City Manager submits to the 
City Council a proposed operating and capital improvements budget for the fiscal year 
commencing July 1. Such budget includes annual budgets for the following funds: 

General Fund 

Special Revenue Funds: 
Automated Regional Justice Information System 
Centre City Development Corporation 
Mid-City Development Corporation 
San Diego Convention Center Corporation 
San Diego Festivals Inc. 
Southeast Economic Development Corporation 

City of San Diego Oversight Unit: 
Acquisition. Improvement and Operation 
Environmental Growth Funds: 

Two-Thirds Requirement 
One-Third Requirement 

Police Decentralization 
Public Transportation 
San Diego Jack Murphy Stadium Acquisition 
San Diego Jack Murphy Stadium Operations 
Special Gas Tax Street Improvement 
Transient Occupancy Tax 
Zoological Exhibits 

Debt Service Funds: 
City of San Diego Oversight Unit: 

General Obligation Bond Funds: 
Pre-Arraignment Detention Facility 
Public Safety Communications Project Bonds 
Other General Obligation Bonds 

Capital Projects Funds: 
City of San Diego Oversight Unit: 

Capital Outlay 
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1. SUMMARY OF SIGNIHCANT POLICIES (CONTINUED) 

Public hearings are then conducted to obtain citizen comments on the proposed 
budget. During the month of July the budget is legally adopted through passage of an 
appropriation ordinance by tiie City Council. 

The City budget is prepared on tiie modified accraal basis of accounting except that 
(1) encumbrances outstanding at year-end are considered as expenditures and (2) the 
increase/decrease in reserve for advances and deposits to other funds and agencies are 
considered as additions/deductions of expenditures. Budgets for entities over which 
the City exercises oversight responsibility (component units) are prepared on the 
modified accraal basis of accounting plus the recognition of encumbrances outstanding 
at year-end as expenditures. 

The City budget is prepared net of obligations under reverse repurchase agreement 
interest expense. For budgetary purposes, obligations under reverse repurchase 
agreement interest expense is considered a reduction of interest eamings. 

Budgetary control for the City's General Fund is exercised at the payroll and other 
expenditures level. Budgetary control for the otiier budgeted funds, including those of 
certain component units, is maintained at the total fund appropriation level. All 
amendments to the adopted budget require City Council approval. However, the 
Auditor and Comptroller, as directed by the Financial Management Department, is 
authorized during the year to transfer amounts not exceeding $25,000 between 
departments within the General Fund. 

Reported budget figures are as originally adopted or subsequentiy amended by the 
City Council plus prior year continuing appropriations. Such budget amendments 
during the year, including tiiose related to supplemental appropriations, did not cause 
these reported budget amounts to be significantiy different than the originally adopted 
budget amounts. Appropriations lapse at year-end to the extent that they have not 
been expended or encumbered. 
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1. SUMMARY OF SIGNIHCANT POLICIES (CONTINUED) 

The following is a reconciliation of the excess (deficiency) of revenues over 
expenditures prepared on the GAAP basis to that prepared on the budgetary basis (in 
thousands): 

Special Debt Capital 
General Revenue Service Projects 
Fund Funds Funds Funds 

Excess (Deficiency) of 
Revenues and Other 
Financing Sources 
over Expenditures 
and Other Financing 
Uses - GAAP Basis $ 1,449 $ (1,646) $(2,470) $(36,126) 

Add (Deduct) - (Excess) 
Deficiency of Revenues and 
Other Financing Sources Over 
Expenditures and Other Financing 
Uses - GAAP Basis for 
Non-Budgeted Funds 0 393 2,779 23.037 

Budgeted Funds: 
Deduct: 

Encumbrances Outstanding, 
June 30, 1993 (7,313) (9,056) 0 (6,897) 

Reserved for Advances 
and Deposits, 
June 30. 1993 (22.219) (1.203) 0 0 

Add - Reserved for Advances 
and Deposits, 
June 30, 1992 24.777 722 Q Q 

Excess (Deficiency) 
of Revenues and 
Other Financing 
Sources Over 
Expenditures and 
Other Financing 
Uses - Budgetary 
Basis $ (3.306) $ flO.719) | ^ $ n9.986) 
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1. SUMMARY OF SIGNIHCANT POLICIES (CONTINUED) 

F. Encumbrances 

Encumbrance accounting, under which purchase orders, contracts and other 
commitments for the expenditure of funds are recorded in order to reserve that portion 
of the applicable appropriation, is employed as an extension of formal budgetary 
control in the budgeted (Governmental Fund Types. 

Encumbrances outstanding at year-end are reported as reservations of fund balances 
since the commitments will be honored through subsequent years' continuing 
appropriations. Encumbrances do not constitute expenditures or liabilities for GAAP 
reporting purposes. 

G. Investments 

Investments are stated at cost or amortized cost which approximates market. Gains or 
losses on investments are recognized upon sale of the investments. Investments in the 
Deferred Compensation Plan Agency Fund are recorded at market value. See Note 8 
for more information on the Deferred Compensation Plan. 

H. Inventories 

Inventories, which consist of botii water in storage and operating supplies, are valued 
at the lower of cost or market. Such inventories are expensed when consumed. 

I. Restricted Assets 

Proceeds from debt issuances, fiinds set aside for payment of Enterprise Fund revenue 
bonds and San Diego Housing Authority deposits servicing low interest constraction 
and rehabilitation loans made by various banks are classified as restricted assets since 
their use is limited by applicable bond indentures. 

J. Fixed Assets 

General Fixed Assets: 

General fixed assets are those acquired for general governmental purposes. Assets 
purchased are recorded as expenditures in the Governmental Fund Types and 
capitalized at cost in the General Fixed Assets Account Group. Donated fixed assets 
are recorded in general fixed assets at estimated fair market value at the time 
received. Certain assets for which actual costs are not practically determined have 
been valued on the basis of a professional valuation which determined their estimated 
historical cost. 

18-9 



THE CITY OF SAN DIEGO ANNUAL FINANCIAL REPORT I 

1. SUMMARY OF SIGNIHCANT POLICIES (CONTINUED) 

Fixed assets comprising the infrastracture of the City, including roads, bridges, pools, 
curbs and gutters, streets and sidewalks, drainage systems, and lighting systems, have 
not been capitalized. Such infrastracture assets normally are immovable and of value 
only to the City. Therefore, the purpose of stewardship and cumulative accountability 
for capital expenditures is satisfied witiiout recording these assets. 

No depreciation has been provided on general fixed assets. 

Proprietary Fund Type Fixed Assets: 

Fixed assets owned by the Proprietary Fund Types are stated at cost if purchased or 
constmcted, or at estimated fair market value if received as a donation. Depreciation 
has been provided over the estimated useful lives using tiie straight-line method. The 
estimated useful lives are as follows: 

Stractures and improvements 30-40 years 
Plants, dams, canals, laterals and equipment 5-150 years 

K. Short-term Debt 

The City has issued tax anticipation notes every year since fiscal year 1967 - 68 
(except for fiscal year 1978 - 79) to meet its cash flow requirements. On July 1. 
1992 and December 10, 1992, the City sold tax anticipation notes in the aggregate 
principal amount of $67,500,000 and $34,500,000, respectively. The notes were due 
and fiilly redeemed on June 30, 1993 and November 1. 1993 respectively, by monies 
that were fiilly segregated in a separate repayment fiind. Botii series of notes were 
secured by a pledge of tiie City's share of property taxes and otiier unrestricted 
monies received and attributable to the 1992 - 93 fiscal year. Monies for full 
redemption of these notes were fiilly segregated in a separate repayment fimd at June 
30, 1993 and subsequentiy used to redeem the notes on November 1, 1993. The 
liability for these notes is shown in the General Fund. 

The City has never defaulted on the payment of tiie principal and interest on any of its 
short-term obligations. See Note 20 for additional Tax Anticipation Note information. 

L. Interagency Current Receivables. Payables and Long-Term Debt 

For reporting purposes, the City considers interagency long-term loans to be operating 
transfers. Accordingly, "loans receivable" are classified as "transfers out" while 
"loans payable" are classified as "transfers in". Interest on loans are recorded only 
when due. Loan amounts, including interest, are noted in the footnotes to this report. 
When loans are repaid, such transactions are also recorded as "transfers out" 
(typically from the Debt Service Fund) and "transfers in," and the loan balance is 
reduced in the footnotes. Interagency current receivables and payables are classified 
as accounts "receivable from" and "due to" other funds (See Note 6). 
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1. SUMMARY OF SIGNIHCANT POLICIES (CONTINUED) 

M. Long-term Liabilities 

Long-term liabilities expected to be financed in fiiture years from Govenunental Fund 
Types are accounted for in the General Long-Term Debt Account Group. Long-term 
liabilities of all Proprietary Fund Types are accounted for in their respective fiinds. 

N. Employee Annual Leave 

The City provides combined annual leave to cover both vacation and sick leave. It is 
the City's policy to permit employees in the Fire Department to accumulate up to 21 
weeks of earned but unused annual leave, employees eligible for the Management 
Benefits Plan to accumulate up to 17.5 weeks of earned but unused annual leave and 
all other employees to accumulate up to 15 weeks of eamed but unused annual leave. 
Accumulation of these earnings will be paid to employees upon separation from 
service. Excess accumulated annual leave amounts not used by employees are 
forfeited on an annual basis. 

In addition, sick leave earneid through August 1981 by employees hired prior to July 
1, 1975 is payable upon separation under tiie following conditions: (1) 50% of the 
employee's accraed amount upon retirement or death, or (2) 25% of the employee's 
accraed amount upon resignation. 

In Govemmental Fund Types and Expendable Trast Funds, the costs for aimual leave 
are anticipated to be long-term in nature and. accordingly, the liability for 
accumulated unpaid benefits are recorded in the General Long-Term Debt Account 
Group which recognizes the City's obligation to fimd such costs from fiiture 
operations. Expenditures of the current year represent payments made to employees. 
In Proprietary Fund Types, annual leave benefits are recorded as a liability in the 
period earned. 

O. Claims and Judgments 

In Governmental Fund Types, the costs of claims and judgments are recorded as 
expenditures when payments are made. The liability for anticipated fiiture claims is 
recorded in the General Long-Term Debt Account Group in recognition of the City's 
obligation to fimd such costs from fiiture operations. In Proprietary Fund Types, the 
costs of claims and judgments are recorded when the liability is incurred and 
measurable. 
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1. SUMMARY OF SIGNIHCANT POLICIES (CONTINUED) 

P. Fund Equity 

Portions of fiind equity have been reserved for specific purposes. Reservations were 
created to eitiier (1) satisfy legal covenants that require a portion of the fiind balance 
to be segregated or (2) identify tiie portion of the fiind balance that is not appropriable 
for future expenditures. 

Designated fimd balance indicates that portion of iiind equity for which the City has 
made tentative plans. 

Undesignated fimd balance indicates that portion of fiind equity which is available for 
appropriation in future periods. 

Q. Statement of Cash Flows 

All of the related City's restricted and unrestricted "Cash or Equity in Pooled Cash 
and Investments" and "Cash witii Custodian/Fiscal Agent" are classified as cash and 
cash equivalents, since they are readily convertible to known amounts of cash or so 
near to their maturity that they present insignificant risk of changes in value because 
of changes in interest rates. 

R. Total Columns on Combined Statements 

Amounts in the "Total - Memorandum Only" column in the combined financial 
statements are presented to aggregate financial data. The total includes fiind types and 
account groups that use different bases of accounting and the captions "Amount 
Available for Payment of General Long-Term Debt" and "Amount to be Provided for 
Retirement of Long-Term Debt" which are not assets in tiie usual sense. Data in 
these columns do not present financial position or results of operations in conformity 
with generally accepted accounting principles, nor is such data comparable to a 
consolidation. Interfiind eliminations have not been made in the aggregation of this 
data. 

S. Comparative Data 

Comparative total data for the prior year have been presented in the accompanying 
financial statements in order to provide an understanding of changes in the City's 
financial position and operations. However, comparative data have not been presented 
in all statements because their inclusion would make certain statements unduly 
complex and difficult to understand. 
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2. CASH AND INVESTMENTS 

As provided for by the Govemment Code, the cash balance of substantially all fiinds are 
pooled and invested by the City Treasurer for the purpose of increasing interest earnings 
through investment activities. The respective fiinds' shares of the total pooled cash and 
investments are included in the accompanying combined balance sheet under the caption 
"Cash or Equity in Pooled Cash and Investments." Interest eamed on pooled investments is 
deposited to certain of the participating fimds based upon each fiind's average daily deposit 
balance during tiie allocation period witii all remaining interest deposited to the General Fund. 

"Cash Witii Custodian/Fiscal Agent" represents fimds held by bank trastees on behalf of the 
City and its component units. For several component units, the purpose of these accounts is 
to invest cash related to certain outstanding long-term debts and to distribute principal and 
interest payments to debtiiolders. For other component units and the City, the purpose of 
these accounts is solely to distribute principal and interest payments to debtholders. 

"Investments at Cost" in the combined balance sheet represent Pension Trast Fund 
investments, deferred compensation investments, and various special revenue, debt service, 
capital projects and miscellaneous trast fimd investments. 

Aggregate cash or equity in pooled cash and investments, cash with custodian/fiscal agent, 
and investments at cost are as follows at June 30, 1993 (in thousands): 

Total 

Cash or Equity in 
Pooled Cash and 
Investments $1,120,944 

Cash witii Custodian/ 
Fiscal Agent 5,480 

Investments at Cost 1.217.894 
Restricted Assets 11.805 

Total $2.356.123 
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2. CASH AND INVESTMENTS (CONTINUED) 

Deposits 

At June 30. 1993. the carrying amount of the City's cash or equity in pooled cash deposits 
(cash, non-negotiable certificates of deposit and money market fiinds) was approximately 
$21,183,979 and the balance per various financial institutions was approximately 
$47,597,691. Of the balance in financial institutions, approximately $1,483,797 was covered 
by federal depository insurance and approximately $46,113,894 was uninsured. Such 
uninsured deposits are witii financial institutions which are individually legally required to 
have government deposits collateralized with government securities held by the pledging 
financial institution's trast departments in the government's name. The market value of such 
pledged securities must equal at least 110% ofthe government's deposits. 

At June 30, 1993, "Cash witii Custodian/Fiscal Agent" (approximately $5,480,000) was held 
by the trast departments of various banks and was not covered by federal depository insurance 
or collateralized by securities owned by tiie bank. 

Investments 

In accordance witii the charter of the City of San Diego and under authority granted by the 
City Council, the City Treasurer is responsible for investing the unexpended cash in the City 
treasury. This investment policy applies to all of the investment activities of the City, except 
for the Pension Trast Funds (for which policies are noted below), the proceeds of certain debt 
issues which are managed and invested by trastees appointed under indenture agreements and 
the assets of trast fiinds which are placed in the custody of the Funds Commission by Council 
ordinance. All financial assets of all other fiinds are administered in accordance witii the 
provisions noted here. 

The City may transact business only with banks, savings and loans, and investment securities 
dealers who are primary dealers regularly reporting to the New York Federal Reserve Bank. 
Exceptions to this rale can be made only upon written authorization of the City Treasurer. 
Autiiorized cash deposits and investments are governed by state law. as well as by the City's 
own written investment policy. Within the context of these limitations, permissible 
investments include (1) obligations of the U.S. government and federal agencies, (2) 
commercial paper rated A-l by Standard & Poor's Corporation or P-l by Moody's 
Commercial Paper Record, (3) bankers' acceptances, (4) negotiable and/or non-negotiable 
certificates of deposit and non-negotiable time deposits issued by a nationally or state 
chartered bank or a state or federal savings and loan association, (5) repurchase and reverse 
repurchase agreements, (6) the local agency investment fimd established by the state treasurer, 
(7) financial futures contracts in any of the other authorized investments which are used to 
offset an existing financial position and not for outright speculation, (8) mortgage securities 
purchased under an agreement to resell, (9) medium-term corporate notes of a maximum of 
five years maturity issued by corporations operating witiiin the United States and (10) shares 
of beneficial interest issued by diversified management companies, as defined in Section 
23701m of tiie Revenue and Taxation Code. 
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2. CASH AND INVESTMENTS (CONTINUED) 

All non-negotiable time certificates of deposit are to be fiilly collateralized witii mortgages or 
eligible securities in accordance with state law. 

Investments for the Pension Trast Fund are authorized to be made by the Board of 
Administration of the City Employees' Retirement System in accordance witii the charter of 
the City. The Board is authorized to invest in any bonds or securities which are allowed by 
general law for savings banks. The Board has fiirther restricted tiie autiiorized investments to 
those believed by independent investment counsel to be appropriate for investment by trast 
funds operating under the "pradent man" rale as set fortii in state law. These investments 
include, but are not limited to, bonds, notes or otiier obligations, real estate investments, 
common stocks, preferred stocks and pooled vehicles. Investments can also be made in 
financial fiitures contracts in any of the other authorized investments which are used to offset 
an existing financial position and not for outright speculation. 

Investment policies permit the Pension Trast Fund to invest in financial fiitures contracts. 
Financial fiitures contracts, which are recorded at market value, are not hedges of existing 
assets, and changes in the market value of the contract result in recognition of a gain or loss. 

Reverse Repurchase Agreements 

Investment policies permit the City to enter into reverse repurchase agreements which is a sale 
of securities with a simultaneous agreement to repurchase them in the fiiture at the same price 
plus a contract rate of interest. The market value of tiie securities underlying reverse 
repurchase agreements normally exceeds the cash received providing the dealers a margin 
against a decline in the market value of the securities. If.the dealers default on their 
obligations to resell these securities to the City or provide securities of cash or equal value, 
the City could suffer an economic loss equal to the difference between the market value plus 
accraed interest of the underlying securities and the reverse repurchase agreement obligation, 
including accraed interest payable. There was no such credit exposure at year-end. Interest 
expense was incurred under reverse repurchase agreements in the amount of $2,495,686 for 
tiie year ended June 30, 1993. 
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2. CASH AND INVESTMENTS (CONTINUED) 

The City's investments at June 30, 1993, tiiat can be specifically identified as to credit risk are 
categorized as described below (in thousands): 

Category 1: Insured or registered, or securities held by the City or its agent in the City's 
name. 

Category 2: Uninsured and unregistered, witii securities held by the counterparty's trast 
department or agent in the City's name. 

Category 3: Uninsured and unregistered, witii securities held by the counterparty, or by its 
trast department or agent but not in the City's name. 

Investments that are not subject to credit risk categorization, but that require carrying amount and 
market value disclosure are also presented below (in thousands). 

1 

U.S. government securities $1,080,201 
Bankers' acceptances 
Negotiable certificates 

of deposits 
Commercial paper 
Corporate notes/bonds 
Conunon stock 
Mortgage notes 
Repurchase agreements 

23,866 

30,000 
26,769 

494,950 
322,110 

14,315 
5.403 

?1,997,614 

Investment with California Local 
Agency Investment Fund 

Investment held by brokers-
dealers under 
reverse repurchase agreements: 
U.S. government securities 

Mutual fiinds 
Real estate/mineral interest fiinds 
Real estate 
Deferred compensation 

Total investments 

Categpry 
2 

$ 36,710 
0 

0 
0 

6,467 
0 
0 
0 

$43,177 

3 

$ 0 
0 

0 
0 
0 
0 
0 
0 

? 0 

Carrying 
Amount 

$1,116,911 
23,866 

30,000 
26,769 

501,417 
322,110 

14,315 
5.403 

2,040,791 

21,685 

106,992 
69.994 
46.613 

2,224 
41,161 

Market 
Value 

$1,134,207 
23,866 

30,000 
26,677 

510,241 
412.331 

14.997 
5,403 

2,157,722 

21,685 

106,992 
69,994 
43,593 

2,224 
41.161 

$2,329,460 $2,443,371 

Investments are stated at cost or amortized cost, except for investments in the Deferred Compensation 
Pian Agency Fund which are reported at market value. 
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2. CASH AND INVESTMENTS (CONTINUED) 

Summarv of Deposits and Investments 

Following is a summary of the carrying amount of deposits and investments at June 30. 1993 
Qn thousands): 

Deposits 
Cash with custodian/ 

fiscal agent 
Investments 

$ 21.183 

5.480 
?.329,460 

Total iLmm 

3 . FIXED ASSETS 

General Fixed Assets 

A summary of changes in general fixed assets for the year ended June 30. 1993 is as'follows 
(in thousands): 

Land 
Stractures and 

improvements 
Equipment 

Subtotal 

Constraaion 
in progress 

Total 

Balance 

$ 

— 

L 

254.953 

312.962 
113.272 

681,187 

?6.722 

767.910 

A^̂ iî iQns 

$ 13.140 

38.578 
19.54? 

71,261 

21.1$fi 

$92.41̂ 1 

Adjustments 
And 

Transfers 

$ 321 

178 
r2.985) 

(2,486) 

(25.23^ 

$ (27.721) 

P?iMions 

$ (407) 

(5.875) 
(3.90$) 

(10.188) 

(3.510 

J.,(l?,699) 

Balance 
JwnOO. 1993 

$ 268.007 

345,843 
125.924 

739,774 

79.122 

$ 818.901 
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3 . HXED ASSETS (CONTINUED) 

Proprietarv Fund Tvoe Fixed Assets 

A summary of Proprietary Fund Type Fixed Assets at June 30, 1993 is as follows (in 
thousands): 

U n d 
Stractures and improvements 
Plants, dams, canals, laterals and 

equipment 
Otiier 
Constraction in progress 

Enterprise 
Funds 

$ 4.555 
19.171 

926.447 
41,145 

612.198 

Internal 
Service Funds 

$ 0 
0 

61,135 

992 

Less • Accumulated depreciation 

Total, net 

Constraction In Progress 

1.603,516 
f283.gl4) 

$ 1.319.702 

62,127 
(30.359) 

$ 25.768 

A summary of constraction in progress (CIP) at June 30, 1993 is as follows (in thousands): 

General Fixed Asset Account Group: 
City $ 31.840 
Housing Autiiority 47.287 

Total General Fixed Asset Account Group 79.127 

Enterprise Funds: 
Airports 1,013 
Golf Course 2,972 
Sewerage Utility 488,301 
Waste Disposal 9.497 
Water Utility 110.415 

Total Enterprise Funds 612.198 

Intemal Service Funds: 
Central Garage and Machine Shop 992 

Total Constraction in Progress $ 692.317 
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n X E D ASSETS (CONTINUED) 

The Sewerage Utility Fund and Water Utility Fund CIP of $488,301 and $110,415. 
respectively, represent 86.5 percent of total CIP for the year ended June 30. 1993. 

The Sewerage Utility's constraction plans for various projects are estimated to cost 
approximately $151,717,000. As of June 30. 1993, tiie Sewerage Utility's contractual 
conunitments for the projects totalled approximately $120,822,000. It is intended that the 
contractual commitments be financed witii approved State and Federal grants and service 
charges. 

The Water Utility's constraction plans for various projects are estimated to cost approximately 
$62,868,000. As of June 30, 1993. tiie Water Utility's contractual commitments for tiie 
projects totalled approximately $22,957,000. It is intended that the contractual conunitments 
be financed with reserves and service charges. 

Constraction commitments are authorized by City Council and have various completion dates. 
It is not anticipated that additional fiiture financing will be required for projects currentiy in 
progress. 

GENERAL LONG-TERM DEBT 

General long-term debt consists of general obligation bonds, special assessment bonds, tax 
allocation bonds, contracts payable, notes payable, capital lease obligations, liability claims 
(also see Note IS for more infonnation contingencies) and accraed annual leave. A sununary 
of these obligations as recorded in the General Long-Term Debt Account Group as of 
June 30, 1993 is as follows (in tiiousands): 

Typg of Obiigstipn 

General Obligation Bonds: 

San Diego Stadium 
Authority Revenue Bonds 
issued April 1966 

San Diego Stadium Autiiority 
Revenue Bonds, Series 1983 
issued September 1983 

Municipal Improvement 
Bonds of 1966. Series 3. 
issued December 1968 

Municipal Improvement 
Bonds of 1968, issued 
December 1968 

Interest 
__E2tes_ 

3.8-4.0% 

8.0-11.0 

5.0-5.1 

4.9-5.1 

Maturity 
P?tg 

Original 
Amount 

Balance 
Outstanding 

Jung 30. 1993 

2001 

2003 

1994 

1994 

$ 27,000 

9,155 

5.000 

3,500 

$ 11,040 

6.955 

390 

290 
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4. GENERAL LONG-TERM DEBT (CONTINUED) 

TypgpfObligatiPn 
Interest 
Rates-

General Obijgatipn Bpnd?? (Cpnt'd): 

San Diego Planetarium 
Revenue Bonds, issued 
April 1971 

Open Space Park Bonds 
of 1978, Series 79A, 
issued April 1979 

Open Space Park Bonds 
of 1978, Series 82A, 
issued November 1982 

Open Space Park Bonds 
of 1978, Series 86A, 
issued June 1986 

Open Space Park Refunding 
Bonds of 1986, issued 
June 1986 

Metropolitan Transit 
Development Board 
Authority Certificates 
of Participation of 
1988, issued May 1988 

Metropolitan Transit 
Development Board 
Autiiority Lease Revenue 
Bonds of 1989, issued 
June 1989 

Municipal Improvement 
Bonds of 1991, issued 
March 1991 

San Diego Facilities 
Equipment Leasing 
Certificates of 
Participation of 1991, 
issued July 15, 1991 

Certificates of Participation 
of 1991, issued August 1991 

5.0-7.0 

6.0-8.0 

12.0 

7.4-7.6 

6.0-7.5 

5.6-7.3 

6.4-6.9 

5.0-8.0 

5.0-6.95 

8.0 

Total General Obligation Bonds 

Maturity 
Date 

1996 

2009 

1994 

^ 
2007 

2005 

2006 

2009 

2012 

2021 

2002 

Original 
Ampynt 

3.000 

15.000 

15,000 

20,000 

32,790 

63,330 

31,240 

25,500 

11.810 

8.50Q 

J 279,825, 

Balance 
Outstanding 

June 30. 1993 

860 

15,000 

395 

20;000 

31,490 

46,735 

28,460 

25,360 

11,680 

7.700 

$ 200.355 
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4. GENERAL LONG-TERM DEBT (CONTINUED) 

Tvne of Obligation 

Special Assessment Bonds: 

Interest 
Ratgs 

Maturity 
Date 

Balance 
Original Outstanding 
Amount fwng 30. 1993 

1915 Act Otay Mesa Road 
Improvement Bonds. 
issued June 1966 8.2 

1915 Act Via De La Valle 
Improvement Bonds. 
issued October 1986 6.0-6.8 

1915 Act Rio Vista Center 
Assessment District 1987 
Reassessment and Refimding 
Bonds, issued April 1987 6.5-7.7 

1915 Act Alta Vista 
Annexation Sewer & Water 
Maintenance 1987 Reassessment 
& Refimding Bonds, issued 
April 1987 6.0-7.8 

1915 Act Lopez Canyon Sewer 
&. Retention Basin 1987 
Reassessment & Refimding 
Bonds, issued April 1987 6.5-7.9 

1915 Act Mira Mesa Blvd. 
Assessment District 1987 
Reassessment &. Refimding 
Bonds, issued April 1987 6.5-7.7 

1915 Act Sunset Cliffs 
Stabilization 1987 
Reassessment & Refunding 
Bonds, issued April 1987 6.5-7.7 

1915 Act First San Diego River 
Improvement Project Bonds, 
issued July 1987 6.5-7.8 

1915 Act Otay International 
Center Improvement Bonds. 
issued September 1988 6.0-8.0 

1915 Act De La Fuente 
Business Park Improvement 
Bonds, issued April 1989 7.0-7.7 

1915 Act Sorrento Valley 
Road Improvement Bonds. 
issued June 1989 6.0-7.0 

1999 

2003 

1998 

1.148 

2.115 

1.105 

1999 

2000 

1998 

220 

1.750 

1,910 

455 

1,660 

370 

145 

1,070 

1.010 

1998 

2008 

2014 

2014 

2010 

560 

24.082 

6.995 

4.897 

1.632 

345 

20,835 

5,955 

4.575 

1,480 
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4. GENERAL LONG-TERM DEBT (CONTINUED) 

Tvpe of Obligation 
Interest 
Rates 

Special Assessment Bonds (Cont'd): 

1915 Act Calle Cristobal 
Improvement Bonds, 
issued July 1989 6.8-7.0 

1915 Act Otay International 
Center-Phase II Improvement 
Bonds, issued Sept. 1989 6.0-7.4 

1915 Act International 
Business Center Project, 
issued September 1990 6.1-7.4 

1915 Act Mission Valley 
Heights, issued September 
1990 6.5-7.9 

1915 Act Otay Mesa Industrial 
Park, issued May 1992 5.5-7.95 

Special Tax Bonds, 
1991 Series A, Miramar 
Ranch North, issued 
July 1991 6.0-8.5 

1915 Act De La Fuente 
Business Park 
Phase II, issued July 1992 4.0-7.1 

1915 Act Black 
Mountain Improvement 
Bonds, issued 
December 1992 6.2-7.0 

Total Special Assessment Bonds 

Maturity Original 
Date Amount 

2018 ^̂ m 
^ 1?9.62? 

Balance 
Outstanding 

Jung 30. 1993 

2015 

2015 

2016 

2016 

2013 

2017 

2018 

19,195 

12,212 

4,172 

8,570 

2,235 

35,340 

5.987 

18,020 

11,520 

4,000 

8,355 

2,235 

35,340 

5,987 

JJQQ 

J2052 
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4. GENERAL LONG-TERM DEBT (CONTINUED) 

Type of Obligation 

Tax Allocation Bonds 

Interest 
Rates 

Horton Plaza Project Tax 
Allocation Bonds, Series 
1977, issued November 
1977 5.8-6.7 

Horton Plaza Project Tax 
Allocation Refimding 
Bonds Series 1988, 
issued July 1988 5.8-8.1 

Centre City Redevelopment 
Project Tax Allocation 
Refimding Bonds Series 1992, 

Issued October 1992 3.0-6.0 

Total Tax Allocation Bonds 

Total Bonds Payable 

Contracts Payable: 

Contract Payable to 

City of National City, 
dated March 1987 7.5 

Contract Payable to 
City of National City, 
dated March 1987 7.5 

Contract Payable to 
County of San Diego, 
dated June 1987 11.0 

Contract Payable to 
DP Partnership, 
dated May 1988 11.0 

Contract Payable to 
Metropolitan Transit 
Development Board 
Authority, dated 
December 1988 11.0 

Total Contracts Payable 

Maturity 
Date 

2002 

2009 

2008 

2002 

2002 

2013 

2024 

1994 

Balance 
Original Outstanding 
Amount June 30. 1993 

11,000 

11,635 

36.935 

$ 59.570 

389 

1.459 

$ 7.698 

3.625 

10.395 

36.935 

50.955 

386.167 

3.256 

2,171 

423 

4,372 

1,564 

104 

402 

270 

6.712 
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4. GENERAL LONG-TERM DEBT (CONTINUED) 

Type of Obligation 

Notes Pavable: 

Notes payable to HUD, 

Various Dates 
Note payable to HCD, 

dated July 1981 
Note payable to HCD, 

dated April 1983 
Mortgage note payable to 

Bank of America, dated 
Febraary 1985 

Note payable to 
San Diego Association 
of Governments, 
dated July 1991 

Note payable to 
San Diego Association 
of Governments, 
dated July 1991 

Note payable to the 
1st Nationwide, 
assumed December 1992 

Notes payable to HCD, dated 
November 1986 

Notes payable to HCD, dated 
March 1981 

Notes payable to HCD, dated 
October 1980 

Notes payable to HCD, dated 
May 1980 

Note payable to GMAC, 
dated May 1988 

Notes payable to 
the Redevelopment 
Agency, Various Dates 

Total Notes Payable 

Interest 
Rates 

Manirity 
Date 

Balance 
Original Outstanding 
Amount June 30. 1993 

Various 

0.0 

0.0 

10.2 

8.57 

5.3-6.9 

Variable 

3.0 

3.0 

3.0 

3.0 

8.5 

0.0 

Various 

2013 

2015 

48,351 

1,405 

3,149 

2025 

1997 

2008 

3,656 

8,000 

6,525 

49.821 

1,405 

3,149 

3,570 

8,000 

6,300 

2011 

Various 

Various 

Various 

Various 

Various 

2022 

195 

155 

20 

30 

6 

11 

209 

^. .71,712 

177 

155 

20 

30 

6 

9 

537 

73.179 
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4. GENERAL LONG-TERM DEBT (CONTINUED) 

Type pf Obligatipn 

Capital Lease Obligations 
For Various Office 
Equipments, Various Dates 

Liability Claims 

Accraed Annual Leave 

Total General Long-Term Debt 

Interest Maturity 
Rates Date 

Various Various 

Original 
Amount 

66 

Balance 
Outstanding 

Jynp30. 1993 

37 

21,500 

36,337 

$ 523,932 

The following is a summary of changes in general long-term debt for the year ended 
June 30, 1993 (in tiiousands): 

Balance Balance 
Julv 1. 1992 Additions Retirements June 30. 1993 

General obligation bonds 
Special assessment bonds 
Tax allocation bonds 
Contracts payable 
Notes payable 
Capita] lease obligations 
Liability claims 
Accrued annual leave 

$ 214,515 
120,870 
50,215 
7,260 

67,166 
77 

35,009 
32,069 

$ 0 
11,487 
36,935 

555 
7,146 

0 
0 

4.649 

$ (8,160) $ 
(3.500) 

(36.195) 
(1.103) 
(1.133) 

(40) 
(13.509) 

r381) 

206,355 
128,857 
^50,955 

6,712 
73,179 

37 
21,500 
36.337 

Total S 527.181 $ 60.772 $ (64.021) $ 523.932 
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4. GENERAL LONG-TERM DEBT (CONTINUED) 

The City is obligated to levy and collect taxes for payment of principal and interest on the 
general obligation bonds. Certain bonds may be called at specified premiums. 

The special assessment bonds were issued by the City to provide fiinds to make certain 
improvements in special assessment districts created by the City. The obligations are payable 
fi'om property assessments against benefiting property owners for which liens have been 
attached. In the event of delinquencies in the payment of the property owners' installments, 
the City, in the absence of any otiier bidder, is obligated, by deposits from available surplus 
fiinds in the applicable Redemption Fund, to purchase at delinquent reassessment sales and 
pay fiiture delinquent installments of reassessments and interest thereon until the land is resold 
or the applicable bonds are redeemed. 

The annual requirements to amortize such long-term debt outstanding as of June 30, 1993, 
including interest payments to maturity, are as follows (in thousands): 

Year 
Ending 

June 30. 

1994 
1995 
1996 
1997 
1998 

1999-2003 
2004-2008 
Thereafter 

Subtotal 

General 
Obligation 

Bonds 

$ 23,499 
22,858 
22,884 
23,110 
22,477 

114,312 
84,019 
26,933 

340,092 

Less Amounts 
representing 

interest 

Total 

(133.737) 

$ 206.355 

Special 
Assessment 

Bond? 

$ 12,811 
12.879 
12.895 
12,849 
12,836 
61,185 
59,493 
75,690 

260,638 

(131,781) 

$ 128.857 

Tax 
Allocation 

Bpnds 

$ 5,395 
5,391 
5,385 
5,385 
5,377 

24,467 
23,438 
4,675 

79,513 

(28,558) 

$...50,955 

Cpntracts 
Payablp 

$ 3,368 
2,518 

368 
368 
326 

1,024 
W 
04 

8,100 

(1.387) 

$ 6.712 

Notes 
Payable 

$ 1,087 
1,089 
5,817 
3,655 

658 
3,337 
3,465 

58,206 

77,314 

(4.135) 

$73,179 

Capital 
Lease 

Obligations 

$ 13 
13 
11 
0 
0 
0 
0 
0 

37 

0 

$ 37 
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4. GENERAL LONG-TERM DEBT (CONTINUED) 

Series 1992 Tax Allocation Refimding Bonds 

The Redevelopment Agency of tiie City of San Diego issued Tax Allocation Refunding Bonds, 
Series 1992 dated October 1, 1992 in tiie amount of $36,935,000 to advance reftind tiie 
outstanding $18,105,000 Series 1987 Marina Redevelopment Project Tax Allocation 
Refimding Bonds and $17,045,000 Series 1987 Columbia Redevelopment Project Tax 
Allocation Refimding Bonds. The proceeds from the advance refimding were deposited into 
two escrow account to purchase direct obligations of the United States Government or certain 
other obligations for which tiie faitii and credit of tiie United States are pledged for the 
payment of principal and interest of the refimded debt. As a result, tiie refimded bonds are 
considered to be defeased and the liability has been removed from the general long term debt 
account group. This advance refunding was undertaken to reduce total debt service payments 
over tiie next 17 years by $11,518,000 and to obtain an economic gain (difference between 
the present value of tiie debt service payments of tiie refunded and refunding bonds) of 
$3,012,545. 

Prior-Years* Defeasance of Debt 

In prior years, the City, the Redevelopment Agency of tiie City of San Diego and the Open 
Space Park Facilities District No. 1 defeased certain general obligation and otiier bonds by 
placing the proceeds of new bonds in an irrevocable trast to provide for all fiiture debt service 
payments on the old bonds. Accordingly, tiie trast account assets and tiie liability for tiie 
defeased bonds are not included in tiie City's financial statements. At June 30, 1993, 
$114,645,000 ofsuch defeased bonds are still outstanding. 

5. PROPRIETARY FUND TYPE LONC^TERM DEBT 

Proprietary Fund Type long-term debt as of June 30, 1993 is comprised of tiie following (in 
thousands): 

Balance 
Interest Maturity Original Outstanding 

Tvpe of Obligation Rates Date Amount June 30. 1993 

Sewer Revenue Bonds: 

Sewer Revenue Bonds 

of 1961. issued 
June 1961 4.0% 1998 

Sewer Revenue Bonds 
1966 Series A. issued 
May 1968 4.8-5.0 1998 

Sewer Revenue Bonds 
1966 Series B, issued 
September 1968 5.1 1998 

Total Sewer Revenue Bonds 

$ 42,500 

5,000 

10,000 

J 57,500 

$ 

$ 

6,117 

2,870 

3,810 

12.797 
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5. PROPRIETARY FUND TYPE LONG-TERM DEBT (CONTINUED) 

Type of Obligation 

Nptes Payable (Cpnt'd): 

Notes Pavable: 

Note payable to insurance 
company, dated August 
1980 

Note payable to bank, 
dated Febraary 1991 

Note payable to bank, 
dated April 1992 

Note payable to bank, 
dated June 1992 

Note payable to bank, 
dated October 1992 

Total Notes Payable 

Interest 
Rat?? 

10.0 

5.3 

5.3 

5.3 

4.8 

Maturity 
Pat? 

2011 

1995 

1995 

1995 

1997 

Original 
Amount 

$ 1,200 

336 

393 

464 

1.700 

$ 4,093 

Balance 
Outstanding 

June 30. 1993 

$ 574 

177 

229 

297 

1.070 

$ 2.947 

Ggngr̂ l Obligation Bppd; 

Certificates of Participation, 
dated September 1990 

Cpntr?cts Payable: 

Contracts payable to 
County of San Diego 

Otiier contracts 
payable 

7.3 1996 

1997 

1995 

^ 9.205 

100 

41 

$ 0.630 

100 

71 

Total Contracts Payable I 141 J71 

Total Proprietary Fund Type Debt O L 5 4 5 
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5. PROPRIETARY FUND TYPE LONG-TERM DEBT (CONTINUED) 

The sewer revenue bonds may be redeemed prior to maturity at specified dates and at certain 
premiums. A sinking fiind has been established for the sewer revenue bonds whereby 
sufficient fiinds must be set aside to purchase or call and redeem the bonds in minimum 
annual principal amounts of $1,300,000 tiirough 1998. The bond ordinances limit additional 
revenue debt financing, preclude further encumbering of the sewer user charge revenue and 
prohibits the disposition or lease of the enterprise plant in service, unless certain conditions 
are met in each instance. The management of the City is of the opinion that all significant 
bond covenant requirements have been met. 

The City Charter provides that tiie bonded indebtedness for the development, conservation and 
fiirnishing of water cannot exceed 15% of the most recent assessed valuation of all real and 
personal property of the City subject to direct taxation, and 10% for other municipal 
improvements. At June 30, 1993, tiie limits for tiie City were $2,315,550 and $1,543,699 
respectively. 

Annual requirements to amortize such long-term debt as of June 30, 1993, including interest 
payments to maturity, are as follows (in thousands): 

Year Ending 
June 30. 

1994 
1995 
1996 
1997 
1998 
1999 
2000 

Subtotal 

Less amounts 
representing 
interest 

Sewer 
Revenue 
Bond? 

$ 2,979 
2,976 
2,978 
2,979 
2,595 

0 
0 

14,507 

(1.710) 

Notes 
Payabi? 

$ 885 
918 
573 
250 
569 
126 
54 

3,375 

(428) 

General 
Obligation 

Bond 

$ 2,201 
2,188 
2,184 

927 
0 
0 
0 

7,500 

(870) 

Contracts 
Pavable 

$ 0 
71 
0 

100 
0 
0 
0 

171 

(0) 

TPtai 

$ 6,065 
6,153 
5,735 
4,256 
3.164 

126 
54 

25,553 

(3.008) 

Total $ 2.947 630 $22.545 

18-29 



THE CITY OF SAN DIEGO ANNUAL FINANCIAL REPORT | 

6. INTERAGENCY LONG-TERM DEBT 

Long-term debt between the City and its component units has been eliminated in this report. 
During the year, tiie Redevelopment Agency of tiie City of San Diego has repaid $2,797,787 
principal and $2,718,415 interest to tiie City and tiie City has advanced $4,773,692 to tiie 
Agency. Interest at 12 percent totaling $11,447,308 was added to the amount owing for tiie 
year. At June 30, 1993, interagency loans (including interest) were as follows (in thousands): 

Loans and Note Loans and Note 
Receivable Payable 

City of San Diego $157,996 $ 0 

Redevelopment Agency of 
The City of San Diego Q 157.996 

Total $157.996 $157.996 

7. LEASE COMMITMENTS 

Operating Leases 

The following is a schedule of fiiture minimum rental payments required under operating 
leases entered into by the City for property that has initial or remaining non-cancelable lease 
terms in excess of one year as of June 30, 1993 (in thousands): 

Year Ending June 30. 

1994 $ 8,269 
1995 7,812 
1996 7,197 
1997 6,758 
1998 6,560 

Thereafter 33.011 

Total $69.607 

Rent expense as related to operating leases was approximately $8,778,000 for the year ended 
June 30, 1993. 
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7. LEASE COMMITMENTS (CONTINUED) 

Capital Leases 

The City has entered into various capital leases for equipment, vehicles and property. A 
schedule of fiiture minimum lease payments under capital leases together with the present 
value of fiiture minimum lease payments as of June 30, 1993 is provided in Note 4. 

Lease Revenues 

The City has operating leases for certain land, buildings and facilities witii tenants and 
concessionaires who will provide the following minimum annual lease payments (in 
thousands): 

Years Ending June 30. 

1994 $ 19,183 
1995 17,115 
1996 16,534 
1997 16,118 
1998 15,831 

Thereafter 441.167 

Total $525.948 

This amount does not include contingent rentals which may be received under certain leases of 
property on the basis of percentage returns. Contingent rentals amounted to approximately 
$19,725,000 in tiie year ended June 30. 1993. 

8. DEFERRED COMPENSATION PLAN 

The City offers its employees a deferred compensation plan created in accordance witii 
Intemal Revenue Code Section 457. The plan, available to all fiill-time City employees, 
permits them to defer a portion of their salary until fiiture years. The deferred compensation 
is not available to employees until termination, retirement, deatii, disability or an 
unforeseeable emergency. 

The City fiinds all amounts of compensation deferred under the plan through investments in 
various mutual fiinds administered by an insurance company. Such investments and all 
related eamings thereon are (until paid or made available to employee or otiier beneficiary) 
solely the property and right of the City (witiiout being restricted to the provisions of benefits 
under the plan), subject only to the claims of the City's general creditors. Participants under 
the plan have only the right to receive benefits in an amount equal to the balance of the 
participant's book account balance. 
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8. DEFERRED COMPENSATION PLAN (CONTINUED) 

The City is of the opinion that it has no liability for losses under the plan but does have the 
duty of due care that would be required of an ordinary pradent investor. The City believes 
that it is unlikely that it will use the plan's assets to satisfy the claims of general creditors in 
the fiiture. 

The City accounts for the plan as an Agency Fund. The assets are stated at the market value 
which is represented by the contract value provided by the City's third party administrator. 

9. PENSION PLANS 

The City has a defined benefit plan and various defined contribution pension plans covering 
substantially all of its employees. 

DEFINED BENEFIT PLAN 

A. Plan Description 

All of the City and the San Diego Unified Port District (the "District") fiill-time employees 
participate in the City Employees' Retirement System ("CERS"), an agent multiple-employer 
public employee retirement system that acts as a common investment and administrative agent 
for the City and the District. For the year ended June 30, 1993, the City's payroll for 
employees covered by CERS was approximately $340,700,000 while tiie City's total payroll 
was approximately $353,354,000. 

The number of employees and covered membership are as follows: 

Retiree and beneficiaries currently receiving benefits and 
terminated employees not yet receiving benefits 3,804 

Fully vested active employees 3,171 
Nonvested active employees 6,344 

All fiill-time City employees are eligible to participate in CERS. Retirement benefits are 
determined primarily by the member's age at retirement, the lengtii of membership service 
and the member's final compensation. Final compensation is the members' compensation 
earnable based on the highest one-year period. Benefits fiilly vest on reaching 10 years of 
service. CERS also provides death and disability benefits. Benefits are established by the 
City's Municipal Code. 

City employees are required to contribute a percentage of their annual salary to CERS. The 
City is required to contribute tiie remaining amounts necessary to fimd CERS, using the 
actuarial basis specified by statute. 
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9. PENSION PLANS (CONTINUED) 

B. Funding Status and Progress 

The amount shown below as the "pension benefit obligation" is a standardized disclosure 
measure of the present value of pension benefits, adjusted for the effects of projected salary 
increases and step-rate benefits, estimated to be payable in the fiiture as a result of employee 
service to date. The measure is intended to help users assess the funding status of CERS on a 
going-concern basis, assess progress made in accumulating sufficient assets to pay benefits 
when due, and make comparisons among employers. The measure is the actuarial present 
value of credited projected benefits, and is independent of tiie funding metiiod used to 
determine contributions to CERS. 

Hie pension benefit obligation was computed as part of an actuarial valuation performed as of 
June 30, 1992. Significant actuarial assumptions used in tiie valuation include (a) a rate of 
return on the investment of present and fiiture assets of 8 percent a year compounded 
annually, (b) projected salary increases of 5.5 percent a year compounded annually (1.3 
percent due to merit and 4.2 percent due to inflation), (c) up to a 2 percent per annum cost of 
living assumption, and (d) tiie Group Annuity Mortality Table witii a 2 year setback for 
males. 

-Accumulated benefits and net assets for tiie City's defined benefit plan as of June 30, 1992, 
the most recent actuarial valuation date, are as follows (in thousands): 

Pension benefit obligation: 
Retirees and beneficiaries currently 

receiving benefits and terminated 
employees not yet receiving benefits $ 446,824 

Current employees: 
Accumulated employee contributions including 

allocated investment earnings 132,670 
Employer-financed vested 388,400 
Employer-financed nonvested 89.345 

Total pension benefit obligation 1,057,239 

Net assets available for benefits, at cost 1.077.135 

Unfimded pension benefit obligation $ (19.896) 

The market value of tiie net assets was approximately $1,099,164,881 at June 30, 1992. 
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9. PENSION PLANS (CONTINUED) 

C. Actuarially Determined Contribution Requirements and Contribution Made 

Contributions to CERS from City employees vary according to entry age and salary. The 
City contributes a portion of the employees' share and tiie remaining amount necessary to 
fiind the system based on an actuarial valuation at the end of the preceding year under the 
entry age normal cost method. The entry age normal cost metiiod defines the normal cost as 
the level percent of payroll needed to fimd benefits over the period from the date of 
participation to the date of retirement. Beginning with the June 30, 1992 valuation, 
contributions wiil be based on the projected unit credit metiiod of actuarial valuation. Initial 
prior service costs are being amortized over a period of 30 years. Additional prior service 
costs due to plan changes in 1965 are being amortized over 30 years. 

The significant actuarial assumptions used to compute the actuarially determined contribution 
requirement are the same as those used to compute the pension benefit obligation as described 
above. 

The contribution to CERS for 1993 of $48,164,000 (14.1 percent of current covered payroll) 
was made in accordance with actuarially determined requirements computed through an 
actuarial valuation performed as of June 30, 1991 (tiie June 30, 1992 valuation was not 
received by tiie City until March 1993). The City contributed $34,150,000 (10.0 percent of 
covered payroll); employees contributed $14,014,000 (4.1 percent of covered payroll). All of 
the employer contributions were applied to normal cost. 

D. Trend Information 

Trend information gives an indication of the progress made in accumulating sufficient assets 
to pay benefits when due. Ten-year trend information may be found on page 19 of the City's 
Comprehensive Annual Financial Report. For the tiiree fiscal years ended 1990, 1991, and 
1992, respectively, available assets were sufficient to fimd 95.1, 94.6 and 95.2 percent of tiie 
City's pension benefit obligation. Unfunded pension benefit obligation represented 15.2, 
16.9, and 15.4 percent of tiie City's annual payroll for employees covered by CERS for 1990, 
1991, and 1992, respectively. Showing unfimded pension benefit obligation as a percentage 
of annual covered City payroll approximately adjusts for the effects of inflation for analysis 
purposes. In addition, for the three fiscal years ended 1990, 1991, and 1992, the City's 
contributions to CERS, all made in accordance with actuarially determined requirements, were 
11.0, 12.7. and 8.9 percent respectively of annual covered payroll. 

Plan data for the plan year ended June 30. 1993 is not yet available. 
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9. PENSION PLANS (CONTINUED) 

DEFINED CONTRIBUTION PLANS 

a. Pursuant to the City's withdrawal from the Federal Social Security System effective 
January 8. 1982, the City provides pension benefits for eligible full-time employees 
through a supplemental pension and savings plan, a defined contribution plan. In a 
defined contribution plan, benefits depend solely on amounts contributed to the plan 
plus investment eamings. Employees are eligible to participate from the date of 
employment. State legislation requires that botii the employee and the City contribute 
an amount equal to 3% of the employee's total salary each month. Participants in the 
plan hired before April 1, 1986 and on or after April 1, 1986 may voluntarily 
contribute up to an additional 4.5% and 3.05%, respectively, of total salary. The 
City also contributes an amount equal to the employee voluntary contributions. The 
City's contributions for each employee (and interest allocated to the employee's 
account) are fiilly vested after five years of continuous service. City contributions 
for, and interest forfeited by, employees who leave employment before five years of 
service are used to reduce the City's contribution requirement. 

The City's total payroll in fiscal year 1993 was approximately $353,354,000. The 
City's contributions were calculated using the salary amount of approximately 
$233,441,(KM). The City and the covered employees each contributed approximately 
$13,773,000 (5.9%) or approximately $27,546,000 in total. 

In addition, the City provides pension benefits for all eligible fiill-time employees 
through the 401(k) Deferred Compensation Plan, also a defined contribution plan. 
Employees are eligible to participate twelve months after the date of employment. 
Employees make contributions to their 401(k) accounts through payroll deductions, 
and may also elect to have the City contribute to their 401(k) accounts through the 
City's Employees' Flexible Benefits Program. 

The City's total payroll in fiscal year 1993 was approximately $353,354,000. The 
City's contributions were calculated pursuant to various combination arrangements 
with employees. The City and the covered employees contributed approximately 
$3,178,000 and approximately $2,472,000. respectively, or approximately $5,650,000 
in total. 

b. Centre City Development Corporation ("CCDC") has a Money Purchase Pension Plan 
covering all fiill-time permanent employees. The plan is a defined contribution plan. 
Employees are eligible to participate on tiie first day of the month following 90 days 
after their date of employment. During each plan year, CCDC contributes quarterly 
an amount equal to 8% of the total quarterly compensation for all employees. 
CCDC's contributions for each employee are fiilly vested after six years of continuous 
service. 
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9. PENSION PLANS (CONTINUED) 

CCDC's total payroll in fiscal year 1993 was approximately $1,282,000. CCDC 
contributions were calculated using the base salary amount of approximately 
$1,221,000. CCDC made the required 8% contribution, amounting to approximately 
$79,000 (net of forfeitures) for fiscal year 1993. 

In addition, CCDC has a Tax Deferred Annuity Plan covering current and previous 
fiill-time permanent employees. The plan is a defined contribution plan. Employees 
are eligible to participate the first day of the montii following 90 days after their date 
of employment. During each plan year, CCDC contributes semi-monthly an amount 
equal to 10% of the total semi-monthly compensation for all employees. CCDC's 
contributions for each employee are fiilly vested at time of contribution. 

CCDC's total payroll in fiscal year 1993 was approximately $1,282,000. CCDC 
contributions were calculated using the base salary amount of approximately 
$1,221,000. CCDC made the required 10% contribution amounting to approximately 
$122,000 for fiscal 1993. 

San Diego Convention Center Corporation, Inc. ("SDCCC") provides pension benefits 
for eligible employees through a Money Purchase Pension Plan. The plan is a defined 
contribution plan. In a defined contribution plan, benefits depend solely on amounts 
contributed to the plan plus investment earnings. Employees are eligible to participate 
at the earlier of the date on which they complete six montiis of continuous iiill-time 
service, or the twelve-montii period beginning on the hire date (or any subsequent 
plan year) during which they complete 1,000 hours of service. For each plan year, 
which is defined as a calendar year, SDCCC contributes an amount equal to 10% of 
the total covered compensation of all eligible employees. SDCCC contributions for 
each employee are vested gradually over five years of continuing service with an 
eligible employee becoming fiilly vested after five years. The unvested portion of a 
terminated employee's account becomes available after a specified waiting period to 
reduce SDCCC '̂s required contributions. 

Total payroll for the plan year ended December 31, 1992 was approximately 
$6,210,000. Required contributions were calculated using the covered compensation 
amount of approximately $4,784,000. SDCCC has fimded the required contribution 
as of June 30, 1993. 

For the fiscal year ended June 30, 1993, pension expense amounted to $420,000. 
SDCCC records pension expense during the fiscal year based upon estimated covered 
compensation. A final determination of covered compensation and SDCCC's required 
contribution for the plan year is made as of December 31. Included in accraed 
liabilities at June 30, 1993 is approximately $224,000 for accraed pension expense. 
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9. PENSION PLANS (CONTINUED) 

San Diego Data Processing Corporation ("SDDPC") has agreed to accrae up to 
$25,000 per year for a maximum of thirty years to provide employees who transferred 
from the City to SDDPC witii retirement benefits approximately equal to those under 
the City's retirement plan. In accordance with this provision, $25,000 was charged 
to operations during the year ended June 30, 1993. SDDPC had previously invested 
these fiinds in a group annuity contract separate from tiie one covering the pension 
plan described below. During fiscal year 1991, the annuity contract matured and 
SDDPC transferred the fiinds to a money market account held in the Corporation's 
name separate from the pension plan described below. SDDPC has hired an outside 
consulting firm to determine if the plan is properly fimded for the applicable 
employees. As of June 30, 1993, the outside consulting firm had completed its 
formal evaluation determining tiiat the proper fimded amount should be $75,000. Per 
advice of legal counsel and the Board of Directors, SDDPC reserved an additional 
$50,000 related to an annuity purchased on behalf of a retiree from a company that is 
currentiy in bankraptcy. Therefore, the total estimated liability is $125,000 as of June 
30, 1993. As of June 30, 1993, the balance in the money market account was 
$155,000. As the new required estimate of the liability was significantiy less than the 
fiinds available during fiscal year 1993, SDDPC returned $200,000 to tiie City. This 
refimd payment represented a retum of budgetary savings from prior years required 
by tiie contract executed by tiie City and SDDPC in 1979. The balance at June 30, 
1993 consists of tiie total estimated liability of $125,000 plus interest eamed on tiie 
money market account since its establishment during fiscal year 1991. 

SDDPC has a Money Purchase Pension Plan covering substantially all employees. 
The plan is a defined contribution plan. Employees are eligible to participate from 
the date of employment. During each plan year, SDDPC contributes monthly an 
amount equal to 20% of the total monthly compensation for all employees. SDDPC's 
contributions for each employee are fiilly vested after four years of continuous 
service. 

SDDPC's total payroll in fiscal year 1993 was approximately $9,537,000. As all 
employees are substantially covered, SDDPC contributions were calculated using this 
base salary amount. SDDPC made the required 20% contribution amounting to 
approximately $1,890,000 for fiscal year 1993. 

The Housing Authority ("Housing") provides pension benefits for all of its fiill-time 
employees through a defined contribution plan. Employees are eligible to participate 
on the first day of tiieir employment. Housing contributes an amount equal to 12% of 
the employee's base salary semi-monthly. Housing's contributions for each employee 
(and interest allocated to the employee's account) are fiilly vested after five years of 
continuous service. Housing contributions for, and interest forfeited by, employees 
who leave employment before five years of service are used to reduce the Housing's 
contribution requirement. 
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9. PENSION PLANS (CONTINUED) 

Housing's total payroll in fiscal year 1993 was approximately $7,729,000. Housing 
made the required 12% contribution, amounting to approximately $927,000 for fiscal 
year 1993. 

f. Southeast Economic Development Corporation ("SEDC") has a Simplified Employee 
Pension Plan covering all fiill-time. permanent employees. The plan is a defined 
contribution plan. Employees are eligible to participate on the first day of the month 
following 90 days after their date of employment. During each plan year, SEDC 
contributes montiily an amount equal to 12% of the employee's base salary. Such 
contributions are fiilly vested. 

SEDC's total payroll in fiscal year 1993 was approximately $668,000. SEDC 
contributions were calculated using the base salary amount of approximately 
$605,000. SEDC made the required 12% contribution, amounting to approximately 
$73,000 for fiscal year 1993. 

g. Mid-City Development Corporation, Inc. ("MCDC") is currentiy awaiting approval of 
their pension plan. Acceptance is expected and a liability of $2,000 has been accraed 
at June 30, 1993. 

10. POST RETIREMENT HEALTH INSURANCE 

In addition to providing pension benefits, the City of San Diego Municipal Code provides 
certain healthcare insurance benefits for retired general and safety members of CERS who 
retired on or after October 6, 1980. At June 30, 1993, approximately 2,589 retirees were 
eligible and received benefits. Currentiy, expenses for postemployment healthcare benefits 
are recognized as tiiey are paid. For the fiscal year ended June 30, 1993, expenditures of 
approximately $3,525,997 were recognized for such healtiicare benefits. 

Substantially all of the City's general and safety members of CERS may become eligible for 
those benefits if they reach normal retirement age and meet service requirements as defined 
while working for the City. 

11. INTERFUND RECEIVABLE AND PAYABLE BALANCES 

Individual fund interfiind working capital advances balances at June 30, 1993 are as follows 
(in thousands): 

Advances to Advances from 
Fund Other Funds Other Funds 

General Fund $ 21.869 $ Q 
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11. INTERFUND RECEIVABLE AND PAYABLE BALANCES (CONTINUED) 

Advances to Advances from 
Fund Other Funds Other Funds 

Special Revenue Funds: 
City of San Diego Oversight Unit: 

Acquisition. Improvement and 
Operation $ 107 $ 490 

Environmental Growth Fund-
One-Third Requirement 526 0 

San Diego Jack Murphy 
Stadium Operations 6 0 

Special Gas Tax Street Improvement 307 0 
Transient Occupancy Tax 256 0 
Grants 79 0 
Otiier Special Revenue 8 0 

Centre City Development Corporation 0 275 
Mid-City Development Corporation 0 59 
San Diego Convention Center Corporation 0 256 
San Ysidro Revitalization Project 0 21 
Soutiieast Economic Development 

Corporation Q 148 
Total Special Revenue Funds 

Debt Service Funds: 
City of San Diego Oversight Unit: 

Other General Obligation Bonds 

Capital Projects Funds: 
Redevelopment Agency 

Enterprise Funds: 
City of San Diego Oversight Unit: 

Airports 
Building Inspection 
Golf Course 
Sewerage Utility 
Waste Disposal 
Water Utility 

Total Enterprise Funds 

1.289 

fl 

482 

158 
35 
100 

6.578 
2.709 
9.257 
18.837 

1.249 

7 

58 

0 
0 
0 
0 
0 
0 
0 
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11. INTERFUND RECEIVABLE AND PAYABLE BALANCES (CONTINUED) 

Fund 

Internal Service Funds: 
City of San Diego Oversight Unit: 

Central Garage and Machine Shop 
Print Shop Revolving 
Self Insurance 
Stores Revolving 
Miscellaneous Internal Service 

Advances to 
Other Funds 

$ 22 
32 

190 
5 

16 

Advances from 
Other Funds 

$ 36,173 
0 

1,200 
3,282 

0 

Total Internal Service Funds 2M 40.655 

Trast and Agency Funds: 
City of San Diego Oversight Unit: 

Other Miscellaneous Agency 7 780 
Total $ 42.749 $ 42.749 

Individual fiind interfund receivable and payable balances at June 30, 1993 are as follows (in 
thousands): 

Funds 

General Fund 
Special Revenue Funds: 

City of San Diego Oversight Unit: 
Transient Occupancy Tax 
Otiier Special Revenue 

San Diego Convention Center Corporation 
Total Special Revenue Funds 

Enterprise Funds: 
City of San Diego Oversight Unit: 

Sewerage Utility 
Water Utility 

Total Enterprise Funds 

Trast and Agency Funds: 
City of San Diego Oversight Unit: 

Other Miscellaneous Agency Q 35.500 

Total $ 37.506 
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Due From 
Other Funds 

$ 35,534 

0 
0 

472 
472 

0 
1.500 
1.500 

Due To 
Other Fund? 

$ _ 

^̂^ 

^^ 

0 

472 
34 
0 

506 

1,500 
0 

1.500 
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12. ENTERPRISE FUNDS SEGMENT INFORMATION 

The City maintains Enterprise Funds which provide airport, sewer, water and other services. 
Segment information for the year ended June 30, 1993 is as follows (in thousands): 

Operating Revenues 
Operating Expenses 

before Depreciation 
and Amortization 

Depreciation and 
Amortization 

Operating Income 
(Loss) 

Operating Transfers 
In 

Operating Transfers 
Out 

Transfers In from 
Govemmental Funds 

Nonoperating Revenue 
Nonoperating Expense 
Net Income (Loss) 

Airport? 

$1,971 

2.287 

184 

(500) 

0 

0 

0 
532 
(23) 

9 
Grant Revenues (Expenses) 400 
Capital Contributions 
Net Fixed Asset 

Additions (Deletions) 
Net Working Capital 
Total Assets 
Total Equity 
Long-Term Liabilities: 

Bonds Payable 
Otiier 

303 

1 
2,434 
8,281 
7,868 

0 
0 

Building 
Jnspectipn 

$13,137 

12,730 

33 

374 

0 

0 

0 
295 

(194) 
475 

0 
0 

(218) 
5,236 
8,746 
5,002 

0 
0 

City 
Stpr? 

$400 

439 

0 

(39) 

0 

0 

40 
5 
0 
6 
0 

40 

0 
150 
167 
150 

0 
0 

Golf 
CPUr?? 

$4,418 

3,392 

95 

931 

0 

0 

0 
316 
(20) 

1,227 
19 
49 

460 
4,720 

10,446 
9,608 

0 
0 

Sewerage 
Utility 

$145,755 

83.626 

8.692 

53.437 

0 

(500) 

0 
21,772 
(4.586) 
70.123 

(88) 
50.508 

142,860 
207.031 

Subtptai 

$165,681 

102,474 

9,004 

54,203 

0 

(500) 

40 
22,920 
(4,823) 
71,840 

331 
50,900 

143,103 
219,571 

1.084.069 1.111,709 
1,002,388 1,025,016 

10,387 
100 

10,387 
100 
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12. ENTERPRISE FUNDS SEGMENT INFORMATION (CONTINUED) 

Operating Revenues 
(iterating Expenses 

before Depreciation 
and Amortization 

Depreciation and 
Amortization 

Operating Income 
(Loss) 

Operating Transfers 
In 

Operating Transfers 
Out 

Transfers In from 
Governmental Funds 

Nonoperating Revenue 
Nonoperating Expense 
Net Income (Loss) 

Subtotal 
(Previous Page) 

$ 165,681 $ 

102,474 

9,004 

54,203 

0 

(500) 

40 
22,920 
(4,823) 
71,840 

Grant Revenues (Expenses) 331 
Capital Contributions 
Net Fixed Asset 

Additions (Deletions) 
Net Working Capital 
Total Assets 
Total Equity 
Long-Term Liabilities: 

Bonds Payable 
Otiier 

50,900 

143,103 
219,571 

1,111,709 
1,025,016 

10,387 
100 

Waste 
DisDOsal 

38,384 

29,317 

84 

8,983 

0 

0 

0 
2,464 

(1) 
11,446 

243 
0 

6,384 
26,972 
54,413 
48,969 

0 
0 

San Diego Dats 
Water 
Utility 

$119,319 

112,025 

7,732 

(438) 

500 

0 

0 
9,583 

(813) 
8,832 

810 
40,570 

40,605 
183,972 
680,239 
645,842 

0 
0 

Processing 
Corporation 

$ 28,914 

22,474 

5,681 

759 

0 

0 

0 
163 

(633) 
289 

0 
0 

(1,174) 
2,531 

23,922 
11,378 

0 
7,371 

I 

Grand 
_ TPtal 

$ 352,298 

266,290 

22,501 

63,507 

500 

(500) 

40 
35,130 
(6,270) 
92,407 

1,384 
91,470 

188.918 
433.046 

1.870,283 
1,731,205 

10,387 
7,471 
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13. CONTRIBUTED CAPITAL 

During the year ended June 30 
following amounts (in thousands): 

Enterorise Funds: 

SPVree 

Capacity charges 

Aiippas 

$ 0 
Developer - capital 

improvements 
Federal grant -

capital 
improvements 

Federal grant -
capital 
reimbursement 

Government -
general 
fixed assets 

Government -
capital 
infiision 

Govemment -
capital 
reimbursement 

0 

303 

(123) 

0 

0 

0 
M^ers and services 0 
State grant - capital 

improvements 
Total additions 
(deletions) 
Contributed 

CiQiital, 
July 1, 1992 

Contributed 
capital. 
June 30, 1993 

Jl 

180 

0.2(i5 

$6.385 

, 1993, contributed capital increased 

Building 
lnsp?ptJQn 

$ 0 

0 

0 

0 

0 

0 

0 
0 

• ^ 

__ 

i= 

0 

m 

JM 

City 
Stoig 

$ 0 

0 

0 

0 

0 

40 

(10) 
0 

Sl 

30 

IQQ 

$130 

Golf 
Coyrsfi 

$ 0 

21 

0 

0 

28 

0 

(500) 
0 

JJ 

(451) 

7.2Q1 

mm 

Sewerage 
Utility 

$ 10,920 

19,405 

18,645 

0 

0 

0 

0 
1,538 

(3.9951 
' 

46,513 

5O0.10S 

$552411 

(decreased) by tiie 

Waste 
PiSPP?l! 

$ 0 

0 

0 

0 

0 

0 

0 
0 

Ji 

0 

27^ 

Water 
Utiiiiy 

$ 8.307 

27,583 

3.133 

0 

0 

0 

0 
472 

1.071 

40,570 

375.076 

$ 276 $415,646 
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13. CONTRIBUTED CAPITAL (CONTINUED) 

Internal Service Fund: 
Central 

Garage and 
Machine Shop 

Contributed- capital, 
July 1, 1992 $ 22fi 

Contributed capital, 
June 30, 1993 $ 226 

14. NONCASH INVESTING, CAPITAL AND HNANCING ACTIVITIES 

During the year, the Golf Course Enterprise Fund increased contributed capital by $28,000 to 
account for fixed asset transfers. 

15. FUND DEHCIT 

The Internal Service Funds have a net fimd deficit of approximately $4,224,000 at 
June 30, 1993. This balance includes a ftmd equity deficit in the Self Insurance Fund of 
approximately $21,968.0(X) which represents unftinded estimated claims and claim 
settlements. It is anticipated that individual claim settlements will be funded through user 
charges subsequent to the filing of a claim and prior to its settlement. 

The Special Revenue fiinds have a net fund equity of approximately $127,639,000 at June 30, 
1993. This balance includes a fimd equity deficit in the SEDC fimd of approximately $4,000 
which represents unreimbursed fiinds from the City. It is anticipated that SEDC will be 
reimbursed by the City in fiscal year 1994. 
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16. COMMITMENTS 

The City is currentiy obligated to transfer up to two-thirds of the annual franchise tax receipts 
in the Environmental Growth Fund (a Special Revenue Fund) to tiie San Diego Open Space 
Park Facilities District #1 (tiie "District") Fund (a Debt Service Fund) for tiie payment of debt 
service on the District's outstanding general obligation bonds. Such required debt service on 
tiie District's outstanding bond obligations of $66,885,000 at June 30, 1993 is approximately 
$6,712,000 for each of tiie subsequent five years ending June 30, 1998. 

The City currentiy has guaranteed the payment of a revolving line of credit in the maximum 
amount of $7,500,000 on behalf of various individuals tiirough Wells Fargo Bank regarding 
the CDBG Housing Loan Leveraging Program. 

The City (Sewer Utility Fund) has stipulated to upgrading its sewer treatment facilities in 
settlement of a portion of a suit filed by the United States and the State of Caiifomia against 
the City. The costs could range from chemical treatment of sewage to constraction of new 
treatment facilities which could be in excess of $2 billion borne by utility users fees. 

17. CONTINGENCIES 

The City has received federal and state grants for specific purposes that are subject to review 
and audit by the grantor agencies. Such audits could lead to requests for reimbursement to 
the grantor agency for expenditures disallowed under terms of the grant. City management 
believes such disallowances, if any, would not have a material effect on the (City's financial 
position. 

The City is self-insured for workers' compensation, long-term disability and employee group 
health coverages. These are accounted for in the Intemal Service Funds. At June 30, 1993, 
the City has recorded approximately $27,530,000 for claims and potential claims related to 
such coverages. Each participating fiind contributes an amount equal to an actuarially 
determined rate times the gross salaries of the fimd. These payments are treated as operating 
expenditures in the contributing ftmds and operating revenues in the receiving fiinds. 

The City maintains an excess liability insurance policy whereby the City pays the first 
$3,000,000 per occurence. Amounts in excess of $3,000,000 up to $22,000,000 per 
occurence are covered by insurance. Any amounts over $22,000,(X)0 per occurence would be 
paid by tiie City. At June 30, 1993, tiie City has recorded approximately $21,500,000 for tiie 
City's exposure in such claims in the General Long-Term Debt Account Group and 
approximately $1,004,000 in the Enterprise Funds. These amounts represent the City's 
determination of the probable ultimate cost of the claims. The City has set up a reserve for 
liability claims of approximately $2,754,000 in the Internal Service Funds to indicate fiinds 
set aside to pay for claims in excess of the annual appropriations in the General Fund. 
Property insurance is maintained on selected capital assets based upon various factors 
including management's assessment of the risks of loss. 
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17. CONTINGENCIES (CONTINUED) 

In September 1989, legislation was adopted (Assembly Bill No. 2080) which requires the 
Redevelopment Agency of tiie City of San Diego to fimd Low and Moderate Housing Activity 
equivalent to at least 20% of tax increment revenue received after fiscal year 1985. In 
October 1990, the Agency adopted a nine-year plan to fiilly fimd the retroactive 20% 
requirement (Resolution No.'s 1911, 1912, and 1913). At June 30, 1993, tiie 20% 
requirement deficit remaining to be funded in fiiture years is approximately $3,834,000. 

18. THIRD PARTY DEBT 

The City has authorized tiie issuance of certain bonds, in its name, to provide tax exempt 
status because it perceives a substantial public benefit will be achieved through the use of the 
proceeds. The following describes the various types of such tiiird party debt: 

Mortgage and Revenue Bonds 

Single Family Mortgage Revenue Bonds have been issued to provide funds to purchase 
mortgage loans secured by first trast deeds on newly constmcted and existing single-family 
residences. The purpose of tiiis program is to provide low interest rate home mortgage loans 
to persons of low or moderate income who are unable to qualify for conventional mortgages 
at market rates. Multi-Family Housing Revenue Bonds are issued to provide constraction and 
permanent financing to developers of multi-family residential rental projects located in the 
City to be partially occupied by persons of low or moderate income. 

Industrial Development Revenue Bonds 

Industrial Development Revenue Bonds have been issued to provide financial assistance for 
the acquisition, constraction, and instaiiation of facilities for industrial, commercial or 
business purposes to mutually benefit the citizens of the City of San Diego. 

1911 Act Special Assessment Bonds 

1911 Act Special Assessment Bonds have been issued to provide fiinds for the constraction or 
acquisition of public improvements, and/or the acquisition of property for public purposes, for 
the benefit of particular property holders within the City. Each bond is secured by a lien on a 
specific piece of property. 
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18. THIRD PARTY DEBT (CONTINUED) 

As of June 30, 1993, the status of all third party bonds issued is as follows (in thousands): 

Mortgage Revenue 
Industrial Development 

Revenue 
1911 Act Special Assessment 

Totals 

I?sued 
$ 599,075 

590,700 
434 

$1,190,209 

Outstanding 
$ 417,887 

587,150 
434 

$1,005,471 

These bonds do not constitute an indebtedness of the City. The bonds are payable solely from 
payments made on and secured by a pledge of the acquired mortgage loans, certain fiinds and 
other monies held for the benefit of the bondholders pursuant to the bond indentures, property 
liens and otiier loans. In the opinion of the City officials, these bonds are not payable from 
any revenues or assets of the City, and neitiier the fiill faitii and credit for the taxing authority 
of the City, the state or any political subdivision thereof is obligated to the payment of 
principal or interest on the bonds. In essence the City is acting as an agent for the property 
owners/bondholders in collecting and forwarding the fiinds. Accordingly, no liability has 
been recorded in the City's General Long-Term Debt Account Group. 

19. OPERATING AGREEMENTS 

City of San Diego and San Diego Data Processing Corporation 

In September 1979, SDDPC entered into an operating agreement witii the City. Under tiie 
terms of the agreement, as amended, SDDP(r has agreed to provide data processing and 
services needed to support the operational and planning requirements of the City. The rates 
charged for the various services are subject to adjustment each fiscal year. Included in data 
processing services and equipment sales revenue for the year ended June 30, 1993 is 
approximately $13,315,0(X) for revenue earned from the City under this agreement. 

During fiscal year 1988, the operating agreement was amended to have SDDPC provide and 
operate telecommunications services to the City. The rates charged for the various services 
are subject to adjustment each fiscal year. 
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19. OPERATING AGREEMENTS (CONTINUED) 

The operating agreement requires SDDPC to purchase computer equipment, computer 
maintenance, various contractual services and otiier reimbursed expenses as a part of the 
service it provides to tiie City. The City then reimburses SDDPC the costs associated witii 
these expenses. Such transactions are not considered to be revenues and expenses of SDDPC 
and are excluded from its statements of revenues, expenses and members' equity. The 
amount of these expenditures for the year ended June 30, 1993 was approximately 
$9,729,000. During fiscal year 1993, the operating agreement was amended to include a 
6.5% general and administrative fee for such transactions. However, some of the purchases 
which were in conjunction with projects commencing prior to fiscal year 1993 were not 
subject to tiie 6.5% fee. SDDPC earned $501,000 from such fee for tiie year ended June 30, 
1993. 

In addition, the City has undertaken certain expenses in connection with the organization, 
staffing and commencement of operations of SDDPC and providing SDDPC with certain 
facilities, equipment and custodial and maintenance services. Pursuant to the operating 
agreement with the City, SDDPC has agreed to pay "facilities rental" annually out of 
budgetary savings. 

SDDPC is required to return annually any remaining "budgetary savings", as defined, pro­
rata to each entity with which it has contracted in proportion to their respective billings. In 
fiscal year 1993, budgetary savings were $0. 

Library System 

During fiscal year 1984, SDDPC entered into an agreement witii the City of San Diego Public 
Library and the County of San Diego Public Library (the "Libraries") for a five-year term, 
subject to annual appropriations, to purchase and operate an automated library system and to 
provide the related data processing services to support tiie operational requirements of the 
Libraries. In fiscal year 1990, this agreement was extended an additional 5 years. The 
Libraries share the cost of operations based upon certain percentages of direct costs plus 
shared costs. The rates charged for the various services are subject to adjustment each fiscal 
year. 

Included in data processing services and equipment sales revenue are the following amounts 
for the automated library system for the year ended June 30, 1993 (in thousands): 

City of San Diego Public Library $ 664 
County of San Diego Public Library 427 

Total $1.091 
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19. OPERATING AGREEMENTS (CONTINUED) 

Regional Urban Information Svstem 

During fiscal year 1984, SDDPC entered into an agreement witii tiie City and tiie County of 
San Diego (tiie "County") for a ten-year term, subject to annual appropriations, to provide 
data processing services to implement and operate a data base system known as the Regional 
Urban Information System ("RUIS"). The long-range goal of RUIS is to provide the City and 
County with an information system that monitors, where feasible, all operations (current and 
future) that affect their jurisdictions. 

The City and County share the costs of RUIS. The rates charged for the various services are 
subject to adjustment each fiscal year. 

Included in data processing services and equipment sales revenue are the following amounts 
for RUIS for the year ended June 30, 1993 (in tiiousands): 

City $2,920 
County 1.157 

Total $4.077 

Automated Regional Justice Information Svstem 

During fiscal year 1985, SDDPC renewed, tiirough June 1994, its agreement with a joint 
powers agency known as the Automated Regional Justice Information System ("ARJIS"). 
ARJIS was created to assist member agencies by providing and continuing the operation, 
maintenance, enhancement, and implementation of those telecommunications features initiated 
under a State Office of Criminal Justice grant agreement and to pursue development of other 
computerized systems to meet law enforcement needs and requirements in the region. Under 
the agreement, SDDPC is to provide data processing services to ARJIS at rates which, on an 
annual basis, are equivalent to those charged to other governmental entity clients. 

Included in data processing services and equipment sales revenue are the following amounts 
for ARJIS for tiie year ended June 30, 1993 (in tiiousands): 

City of San Diego Police Department $ 1,492 
Otiier law enforcement agencies 1 622 

Total $3.114 
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20. SUBSEQUENT EVENTS 

a. On July 1. 1993, tiie City issued $100,500,000 of 1993-1994 Tax Anticipation Notes, 
Series A, to finance seasonal short term cash flow requirements. 

b. On August 18, 1993, tiie City received a $10,000,000 advance from tiie San Diego 
Association of Govemments ("SANDAG") for certain constraction projects. 
Repayment will occur between the years of 2005 and 2008. 

c. On September 1, 1993, the City of San Diego Metropolitan Transit Development 
Board Authority issued $19,515,()00 of Lease Revenue Bonds, Series 1993, to finance 
the City's portion of the acquisition, constraction and equipping of an extension for 
tiie San Diego Light Rail Transit System to tiie Old Town District of tiie City. 

d. On September 30, 1993, tiie Public Facilities Financing Autiiority of tiie City of San 
Diego issued $250,000,000 of Sewer Revenue Bonds, Series 1993, to finance tiie 
City's design, engineering, land acquisition and constraction costs of certain capital 
improvements to the waste water system of the City. 

e. On November 1, 1993, the San Diego Facilities & Equipment Leasing Corporation 
issued $27,985,000 of Certificates of Participation, Series 1993, to finance a portion 
of the first phase of projects under tiie Balboa Park and Mission Bay Park Capital 
Improvements Program. 

f. The Redevelopment Agency of the City of San Diego is in the process of issuing 
$27,075,000 and $27,275,000 of Tax Allocation Bonds, Series 1993A and 1993B, 
respectively, for the acquisition of land, constraction improvements and other 
redevelopment activities in the Center City Redevelopment Project area of the City of 
San Diego. 

g. At the direction of the City Council and City Manager, the San Diego Convention 
Center Corporation ("SDCCC") began taking operational control of the San Diego 
Concourse Convention & Performing Arts Center ("the Concourse") effective August 
1, 1993. SDCCC and City staff are in the process of negotiating a management 
agreement for the Concourse, which will be approved by the City Council. 
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TRUST AND AGENCY FUNDS 
PENSION TRUST FUNDS 

CITT EMPLOYEES' RETIREMENT SYSTEN 
REQUIRED SUPPLEMENTARY INFORMATION - ANALYSIS OF FUNDING PROGRESS 

UST TEH FISCAL YEARS 
(IN MILLIONS) 

Fiscal Year 
gn^e^ June 3? 

1984 
1985 
1986 
1987 
1988 
1989 
1990 
1991 
1992 
1993 

Net Assets 
Available 

For Benefits 

S 378.2 
429.7 
493.3 
590.7 
659.0 
746.0 
806.5 
896.4 

1.006.1 
N/A 

Pension 
Benefit 

ObHaatien 

S 462.3 
496.5 
547.6 
616.9 
688.1 
786.5 
847.8 
947.6 

1,057.2 
N/A 

Percentage 
Funded 

81.8X 
86.6 
90.1 
95.8 
95.8 
94.8 
95.1 
94.6 
95.2 
N/A 

Unfunded Annual 
Pension Benefit Covered 
Obligation PavrolI 

84.1 
66.8 
54.3 
26.2 
29.1 
40.5 
41.3 
51.2 
51.1 
N/A 

$ 144.7 
153.7 
171.7 
195.4 
218.1 
241.4 
271.4 
303.5 
331.7 
N/A 

Benefit Obligation 
As a Percentage 

Of Covered Payroll 

58.1X 
43.5 
31.6 
13.4 
13.3 
16.8 
15.2 
16.9 
15.4 
N/A 

REOUIRED SUPPLEMENTARY INFORMATION - REVENUE SOURCES 
UST TEN FISCAL YEARS 

(IN THOUSANDS) 

Fiscal Year 
Ended June 30 

1984 
1985 
1986 
1987 
1988 
1989 
1990 
1991 
1992 
1993 

Employee 
Contributions 

$ 5,950 
5,561 
4,917 
4.959 
5.781 
7.262 
10.760 
11,442 
13.855 
14.014 

Eoployer 
Contributions 

$ 27,633 
27,064 
30.051 
31.763 
31,545 
29,291 
30,230 
36.899 
29,579 
34.150 

Investment 

$ 29,993 
48,543 
64,922 
92,330 
65.665 
87,676 
63,652 
86.833 
107.825 
102.374 

Charges 
For Current 
Services _ 

t 35 
31 
46 
47 
43 
47 
71 
67 
76 
105 

Total 

% 63.611 
81,199 
99.936 
129,099 
103,034 
124.276 
104,713 
135,241 
151,335 
150,643 

Enployer 
Contributions 
As a Percentage 
Of Covered Payroll 

19.5X 
18.7 
19.6 
18.5 
16.1 
13.4 
12.5 
13.5 
10.9 
10.9 

REOUIRED SUPPLEMENTARY INFORMATION - EXPENSES BY TYPE 
LAST TEN FISCAL YEARS 

(IN THOUSANDS) 

Fiscal Year 
Ended June 30 

1984 
1985 
1986 • 
1987 
1988 
1989 
1990 
1991 
1992 
1993 

Benefits 

S 22,687 
24,815 
36,365 
29,370 
31,323 
34,093 
38.025 
41,685 
42,315 
48.873 

Adninistrative 
Expenses 

% 736 
1.071 
1,113 
1,297 
1.443 
1,951 
3,116 
3,789 
4,931 
5,439 

Refunds 

$ 1,631 
1,138 
1.186 
997 
979 
943 

1,097 
1,094 
1.021 
1,193 

Total 

S 25,054 
27,024 
38,957 
31.664 
33,745 
36,987 
42,238 
46,568 
48,267 
55,505 

Includes additimal Supplemental Benefit from Andrews class settlement of 39,944,524. 
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APPENDIX D 

Form o£ Final Opinion o£ Co-Bond Counsel 

[Date of Delivery! 

City of San Diego/MTDB Authority 
202 C Street 
San Diego, California 92101 

City of San Diego/MTDB Authority 
Lease Revenue Bonds (1994 Refundings) 

(Final Opinion) 

Ladies and Gentlemen: 

We have acted as co-bond counsel in connection with the 
issuance and delivery of $66,570,000 aggregate principal amount 
of City of San Diego/MTDB Authority Lease Revenue Bonds (1994 
Refundings) (the "Bonds"). In such connection, we have reviewed 
an Indenture, dated as of April 1, 1994 (the "Indenture"), 
between the City of San Diego/MTDB Authority (the "Authority") 
and First Interstate Bank of California, as trustee (the 
"Trustee"), a Lease Agreement, dated as of May 1, 1986 (the 
"Original 1986 Lease"), by and between the City of San Diego (the 
"City") and Rauscher Pierce Refsnes Leasing, Inc. ("Rauscher"), a 
First Amendment to Lease Agreement, dated as of April 1, 1994, by 
and between the Authority, as successor in interest to Rauscher, 
and the City, amending the Original 1986 Lease (the Original 1986 
Lease as so amended is hereinafter referred to as the "Amended 
1986 Lease"), a Lease Agreement, dated as of June 1, 1989 (the 
"Original 1989 Lease"), by and between the City and the 
Authority, a First Amendment to Lease Agreement, dated as of 
April 1, 1994, by and between the Authority and the City, 
amending the Original 1989 Lease (the Original 1989 Lease as so 
amended is hereinafter referred to as the "Amended 1989 Lease"), 
a Trust Agreement, dated as of May 1, 1986 (the "Original 1986 
Trust Agreement"), by and among Bank of America National Trust 
and Savings Association ("Bank of America"), Rauscher and the 
City, a First Supplemental Trust Agreement, dated as, of April 1, 
1994, by and among First Interstate Bank of California, as 
successor trustee to Bank of America, the Authority, as successor 
in interest to Rauscher, and the City, amending the Original 1986 
Trust Agreement (the Original 1986 Trust Agreement as so amended 
is hereinafter referred to as the "Amended 1986 Trust 
Agreement"), a Trust Agreement, dated as of June 1, 1989 (the 
"Original 1989 Trust Agreement"), by and between the Authority 
and Bankers Trust Company, a First Supplemental Trust Agreement, 
dated as of April 1, 1994, by and between the Authority and First 
Interstate Bank of California, as successor trustee to Bankers 



Trust Company, amending the Original 1989 Trust Agreement (the 
Original 1989 Trust Agreement as so amended is hereinafter 
referred to as the "Amended 1989 Trust Agreement"), an Assignment 
Agreement of Lease and of Site Leases, dated as of May 1, 1986 
(the "Original 1986 Assignment Agreement"), by and between Bank 
of America and Rauscher, a First Amendment to Assignment 
Agreement of Lease and of Site Leases, dated as of April 1, 1994, 
among the Authority, First Interstate Bank of California, as 
trustee for the 1986 Certificates, and First Interstate Bank of 
California, as Trustee for the Bonds, amending the 1986 
Assignment Agreement (the Original 1986 Assignment Agreement as 
so amended is hereinafter referred to as the "Amended 1986 
Assignment Agreement"), among the Authority, First Interstate 
Bank of California, as successor trustee for the 1986 
Certificates, and First Interstate Bank of California, as Trustee 
for the Bonds, a tax certificate and agreement of the Authority 
and the City, dated as of the date hereof (the "Tax 
Certificate"), and other legal documents pertaining thereto, 
opinions of counsel to the Authority, the City and the Trustee, 
certificates of the Authority, the City, the Trustee and others 
and such other documents, opinions and matters to the extent we 
deemed necessary to render the opinions set forth herein. 
Capitalized terms not otherwise defined herein shall have the 
meanings ascribed thereto in the Indenture. 

Certain agreements, requirements and procedures 
contained or referred to in the Indenture, the Amended 1986 
Lease, the Amended 1989 Lease, the Amended 1986 Trust Agreement, 
the Amended 1989 Trust Agreement, the Amended 1986 Assignment 
Agreement, the Tax Certificate and other relevant documents may 
be changed and certain actions (including, without limitation, 
defeasance of the Bonds) may be taken or omitted under the 
circumstances and subject to the terms and conditions set forth 
in such documents. No opinion is expressed herein as to any Bond 
if such change occurs or action is taken or omitted upon the 
advice or approval of counsel other than ourselves. 

The opinions expressed herein are based on an analysis 
of existing laws, regulations, rulings and court decisions and 
cover certain matters not directly addressed by such authorities. 
Such opinions may be affected by actions taken or omitted or 
events occurring after the date hereof. We have not undertaken 
to determine, or to inform any person, whether any such actions 
are taken or omitted or events do occur. Our engagement with 
respect to the Bonds has concluded with their issuance and 
delivery, and we disclaim any obligation to update this letter. 
We have assumed the genuineness of all documents and signatures 
presented to us (whether as originals or as copies) and the due 
and legal execution and delivery thereof by, and validity 
against, any parties other than the Authority and the City. We 
have not undertaken to verify independently, and have assumed, 
the accuracy of the factual mat:ters represented, warranted or 
certified in the documents, and of the legal conclusions 
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contained in the opinions, referred to in the first paragraph 
hereof. Furthermore, we have assumed compliance with all 
covenants and agreements contained in the Indenture, the Amended 
1986 Lease, the Amended 1989 Lease, the Amended 1986 Trust 
Agreement, the Amended 1989 Trust Agreement, the Amended 1986 
Assigrmient Agreement, the Tax Certificate and any other documents 
including Ĵ îthout limitation) covenants and agreements 
compliance with which is necessary to assure that future actions, 
omissions or events will not cause the interest on the Bonds to 
be included in gross income for federal income tax purposes. 

In addition, we call attention to the fact that the 
rights and obligations under the Bonds, the Indenture, the 
Amended 1986 Lease, the Amended 1989 Lease, the Amended 1986 
Trust Agreement, the Amended 1989 Trust Agreement, the Amended 
1986 Assignment Agreement, the Tax Certificate and other 
documents are.subject to bankruptcy, insolvency, reorganization, 
arrangement, fraudulent conveyance, moratorium and other laws 
relating to or affecting creditors' rights, to the application of 
equitable principles, to the exercise of judicial discretion in 
appropriate cases, and to the limitations on legal remedies 
against cities in the State of California. We express no opinion 
with respect to any indemnification, waiver or non-substitution 
provisions contained in the foregoing documents nor do we express 
any opinion with respect to the state or quality of title to any 
of the real or personal property described in or subject to the 
lien of the Amended 1986 Lease, the Amended 1989 Lease or the 
Amended 1986 Assignment Agreement, or the accuracy or sufficiency 
of the description of any such property contained therein. 
Finally, we undertake no responsibility for the accuracy, 
completeness or fairness of the Official Statement or other 
offering material relating to the Bonds and express no opinion 
with respect thereto. 

Based on and subject to the foregoing, and in reliance 
thereon, as of the date hereof, we are of the following opinions: 

1. The Authority is a joint powers agency created by 
the City of San Diego.and the Metropolitan Transit Development 
Board pursuant to California Government Code Sections 6500 et 
seq. 

2. The Indenture has been duly executed and delivered 
by the Authority and, assuming due authorization, execution and 
delivery by the Trustee, constitutes the valid and binding 
obligation of the Authority. 

3. The Amended 1986 Lease, the Amended 1989 Lease, 
the Amended 1986 Trust Agreement, the Amended 1989 Trust 
Agreement and the Amended 1986 Assignment Agreement have been 
duly executed and delivered by the Authority and, assuming due 
authorization, execution and delivery by the respective parties 
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thereto, constitute the valid and binding obligation of the 
Authority. 

4. The Amended 1986 Lease, the Amended 1989 Lease and 
the Amended 1986 Trust Agreement have been duly executed and 
delivered by the City and, assuming due authorization, execution 
and delivery by the respective parties thereto, constitute the 
valid and binding obligation of the City. 

5. The obligation of the City to make the Base Rental 
Payments during the term of the Amended 1986 Lease and the 
Amended 1989 Lease constitutes a valid and binding obligation of 
the City, payable from funds of the City lawfully available 
therefor, and does not constitute a debt of the City or of the 
State of California within the meaning of any constitutional or 
statutory debt limit or restriction, and does not constitute an 
obligation for which the City or the State of California is 
obligated to levy or pledge any form of taxation or for which the 
City or the State of California has levied or pledged any form of 
taxation. 

6. The interest on the Bonds is excluded from gross 
income for federal income tax purposes under Section 103 of the 
Internal Revenue Code of 1986 and is exempt from State of 
California personal income taxes. In addition, the difference, 
if any, between the initial offering price to the public 
(excluding bond houses and brokers) at which a substantial amount 
of any maturity of the Bonds is sold and the principal amount 
payable at the maturity thereof constitutes "original issue 
discount" for purposes of federal income taxes and State of 
California personal income taxes. Original issue discount is 
treated as interest excluded from gross income for federal income 
tax purposes and exempt from State of California personal income 
taxes to the extent properly allocable to each owner thereof. 
The interest on the Bonds is not a specific preference item for 
purposes of the federal individual or corporate alternative 
minimum taxes, although we observe that it is included in 
adjusted current earnings when calculating corporate alternative 
minimum taxable income. We express no opinion regarding other 
tax consequences related to the accrual or receipt of such 
interest or the ownership or disposition of the Bonds. 

Faithfully yours. Very truly yours, 

ORRICK, HERRINGTON & SUTCLIFFE WILLIAMS & GILMORE 

per 
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